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TUESDAY, FEBRUARY 2, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 
orf THE COMMITTEE ON INTERSTATE AND Foreign CoMMERCE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., in room 1334, 
New House Office Building, Hon. John Bell Williams (chairman of 
thesubcommittee) presiding. 

Present: Representatives Williams, Harris (chairman of the com- 
mittee), Springer, Derounian, and Collier. 

Mr. Witit1aMs. The committee will come to order, please. 

This morning the Subcommittee on Transportation and Aeronautics 
of the House Interstate and Foreign Commerce Committee is begin- 
ning hearings on three sets of bills having to do with transportation 
diversification. 

(The bills referred to are as follows:) 


[H.R. 7960, 86th Cong., 1st sess.] 


A BILL To amend the Interstate Commerce Act to remove certain restrictions as to 
persons who may engage in the business of a motor carrier and upon the issuance of 
certificates or approvals for engaging in such business or acquiring control of another 
engaged therein, so that all modes of transportation may have equal opportunity. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Interstate Commerce Act, as 
amended, is amended by (1) repealing in its entirety the proviso in the third 
sentence of section 5(2)(b) of said Act (49 U.S.C. 5(2)(b)), striking out the 
elon immediately preceding such proviso and substituting in lieu thereof a 
period, and (2) adding at the end of section 207(a) of said Act (49 U.S.C. 307(a) ) 
the following new sentence: “No application for a certificate shall be denied 
and no terms, conditions, or limitations restricting the traffic to be handled, 
the service to be performed, or the operations to be conducted shall be attached 
to any certificate merely by reason of the fact that the applicant for such certifi- 
cate is a carrier other than a motor carrier, or a person controlled by a car- 
rier other than a motor carrier or affiliated therewith within the meaning 
of section 5(6) of part I, and certificates heretofore issued under any provision 
of the Interstate Commerce Act to such carriers or persons containing such terms, 
conditions, or limitations shall, upon application by the holder thereof, be modified 
by the Commission in conformity herewith.” 


[H.R. 7961, 86th Cong., Ist sess.] 


A BILL To amend the Civil Aeronautics Act to remove certain restrictions as to persons 
who may engage in the business of an air carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of another engaged therein, 
so that all modes of transportation may have equal opportunity. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Civil Aeronautics Act of 19388, as 
amended, is amended by (1) repealing in its entirety the second proviso in the 
second sentence of section 408(b) of said Act (49 U.S.C. 488(b) ), striking out 
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the colon immediately preceding such proviso and substituting in lieu thereof 
period, and (2) adding after section 416 of said Act a new section 417 reg 

as follows: “In any proceeding under this title no special or different standards 
requirements or burden of proof shall be applied, and no terms, conditions, or 
limitations shall be attached or prescribed merely by reason of the fact that a 
person affected by such proceeding, whether as an applicant or otherwise, ig a 
carrier other than an air carrier, or a person controlled by a carrier other than 
an air carrier or affiliated therewith, within the meaning of section 5(6) of the 
Interstate Commerce Act.” 


(H.R. 7962, 86th Cong., 1st sess. ] 


A BILL To amend the Interstate Commerce Act to remove certain restrictions ag to 
persons who may engage in the business of a water carrier and upon the issuance of 
certificates or approvals for engaging in such business or acquiring control of or an 
— in another so engaged so that all modes of transportation may have equal oppor. 
tunity. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 309(c) of the Interstate Com- 
merce Act (49 U.S.C. 909(c) ) is amended by adding the following sentence at the 
end thereof: “No application for a certificate shall be denied and no terms, con- 
ditions, or limitations restricting the traffic to be handled, the service to be 
performed or the operations to be conducted shall be attached to any certificate 
merely by reason of the fact that the applicant for such certificate is a carrier 
other than a water carrier or a person controlled by a carrier other than a water 
carrier or affiliated therewith within the meaning of section 5(6) of the Inter. 
state Commerce Act.” 

Sec. 2. Section 5(14) of the Interstate Commerce Act (49 U.S.C. 5(14) is 
amended to read as follows: 

“(14) Notwithstanding the provisions of paragraph (2) of this section and of 
section 309(c), from and after the 1st day of July 1914, it shall be unlawful for 
any carrier, as defined in section 1(3), or (after the date of the enactment of 
this amendatory section) any person controlling, controlled by, or under common 
control with, such a carrier to own, lease, operate, control, or have any interest 
whatsoever (by stockownership or otherwise, either directly, indirectly, through 
any holding company, or by stockholders or directors in common, or in any other 
manner) in any common carrier by water operated through the Panama Canal 
with which such carrier aforesaid does or may compete for traffic or any vessel 
earrying freight or passengers upon said water route with which said railroad 
or other carrier aforesaid does or may compete for traffic; and in case of the vio- 
lation of this provision each day in which such violation continues shall be 
deemed a separate offense.” 

Sec. 3. Section 5(15) of the Interstate Commerce Act (49 U.S.C. 5(15)) is 
amended to read as follows: 

“(15) Jurisdiction is hereby conferred on the Commission to determine ques- 
tions of fact, arising under paragraph (14), as to the competition or possibility 
of competition, after full hearing, on the application of any railroad company 
or other carrier. Such application may be filed for the purpose of determining 
whether any existing service is in violation of such paragraph and may pray 
for an order permitting the continuance of any vessel or vessels already in opera- 
tion. The Commission may on its own motion or the application of any shipper 
institute proceedings to inquire into the operation of any vessel in use by any 
railroad or other carrier which has not applied to the Commission and had the 
question of competition or the possibility of competition determined as herein 
provided. In all such cases the order of said Commission shall be final.” 

Sec. 4. Section 5(16) of the Interstate Commerce Act (49 U.S.C. 5(16)) is 
repealed. 


[ H.R. 9279, 86th Cong., 1st sess. ] 


A BILL To amend the Federal Aviation Act of 1958 to remove certain restrictions as to 
persons who may engage in the business of an air carrier and upon the issuance of 
certificates or approvals for engaging in such business or acquiring control of another 
engaged therein, so that all modes of transportation may have equal opportunity. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Federal Aviation Act of 1958 is 
amended by adding a new section 417 to read as follows: 
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“Sec, 417. In any proceeding under this title no special or different standards, 
requirements, or burden of proof shall be applied, and no terms, conditions, or 
jimitations shall be attached or prescribed merely by reason of the fact that a 

rson affected by such proceeding, whether as an applicant or otherwise, is a 
carrier other than an air carrier, or a person controlled by a carrier other than 
an air carrier or affiliated therewith, within the meaning of section 5(6) of the 
Interstate Commerce Act.” 

Sec. 2. Section 408(b) of the Federal Aviation Act of 1958 is amended to repeal 
and eliminate in its entirety the proviso reading as follows: “Provided further, 
That if the applicant is a carrier other than an air carrier, or a person controlled 
by a carrier other than an air carrier or affiliated therewith within the meaning 
of section 5(8) of the Interstate Commerce Act, as amended, such applicant shall 
for the purposes of this section be considered an air carrier and the board shall 
not enter such an order of approval unless it finds that the transaction proposed 
will promote the public interest by enabling such carrier other than an air car- 
rier to use aircraft to public advantage in its operation and will not restrain 


competition.” 


[H.R. 9280, 86th Cong., 1st sess.] 


A BILL To amend the Interstate Commerce Act to remove certain restrictions as to 
persons who may engage in the business of a motor carrier and upon the issuance of 
certificates or approvals for engaging in such business or acquiring control of another 
engaged therein, so that all modes of transportation may have equal opportunity. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 207(a) of the Interstate Com- 
merce Act (49 U.S.C. 307(a)) is amended by adding at the end thereof the 
following sentence: “No application for a certificate shall be denied and no 
terms, conditions, or limitations restricting the traffic to be handled, the service 
to be performed or the operations to be conducted shall be attached to any 
certificate merely by reason of the fact that the applicant for such certificate is 
a carrier other than a motor carrier, or a person controlled by a carrier other 
than a motor carrier or affiliated therewith within the meaning of section 5(6) 
of part I, and certificates heretofore issued under any provision of the Interstate 
Commerce Act to such carriers or persons containing such terms, conditions, or 
limitations shall, upon application by the holder thereof, be modified by the 
Commission in conformity herewith.” 

Sec. 2. Section 5(2)(b) of the Interstate Commerce Act (49 U.S.C. 5(2) (b)) 
is amended to repeal and eliminate in its entirety the proviso reading as follows: 
“Provided, That if a carrier by railroad subject to this part, or any person 
which is controlled by such a carrier, or affiliated therewith within the meaning 
of paragraph (6), is an applicant in the case of any such proposed transaction 
involving a motor carrier, the Commission shall not enter such an order unless 
it finds that the transaction proposed will be consistent with the public interest 
and will enable such carrier to use service by motor vehicle to public advantage 
in its operations and will not unduly restrain competition.” 


(H.R. 9281, 86th Cong., 1st sess.] 


A BILL To amend the Interstate Commerce Act to remove certain restrictions as to persons 
who may engage in the business of a water carrier and upon the issuance of certificates 
or sparovala for engaging in such business or acquiring control of or an interest in 
another so engaged so that all modes of transportation may have equal opportunity. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 309(c) of the Interstate Com- 
merce Act (49 U.S.C. 909(c)) is amended by adding the following sentence at 
the end thereof: “No application for a certificate shall be denied and no terms, 
conditions, or limitations restricting the traffic to be handled, the service to be 
performed, or the operations to be conducted shall be attached to any certificate 
merely by reason of the fact that the applicant for such certificate is a carrier 
other than a water carrier or a person controlled by a carrier other than a water 
carrier or affiliated therewith within the meaning of section 5(6) of the Inter- 
state Commerce Act.” 

Sec. 2. Section 5(14) of the Interstate Commerce Act (49 U.S.C. 5(14)) is 
amended to read as follows: 
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“(14) Notwithstanding the provisions of paragraph (2) of this section and 
of section 309(c), from and after the 1st day of July 1914, it shall be unlawfyl 
for any carrier, as defined in section 1(3), or (after the date of the enactment 
of this amendatory section) any person controlling, controlled by, or under com. 
mon control with, such a carrier to own, lease, operate, control, or have any 
interest whatsoever (by stock ownership or otherwise, either directly, indirectly 
through any holding company, or by stockholders or directors in common, or in 
any other manner) in any common carrier by water operated through the 
Panama Canal with which such carrier aforesaid does or may compete for traffic 
or any vessel carrying freight or passengers upon said water route with which 
said railroad or other carrier aforesaid does or may compete for traffic; and jp 
case of the violation of this provision each day in which such violation continues 
shall be deemed a separate offense.” 


Sec. 3. Section 5(15) of the Interstate Commerce Act (49 U.S.C. 5(15)) is 
amended to read as follows: 

“(15) Jurisdiction is hereby conferred on the Commission to determine ques. 
tions of fact, arising under paragraph (14), as to the competition or possibility of 
competition, after full hearing, on the application of any railroad company or 
other carrier. Such application may be filed for the purpose of determining 
whether any existing service is in violation of such paragraph and may pray for 
an order permitting the continuance of any vessel or vessels already in operation, 
The Commission may on its own motion or the application of any shipper institute 
proceedings to inquire into the operation of any vessel in use by any railroad or 
other carrier which has not applied to the Commission and had the question of 
competition or the possibility of competition determined as herein provided. Ip 
all such cases the order of said Commission shall be final.” 

Sec. 4. Section 5(16) of the Interstate Commerce Act (49 U.S.C. 5(16)) is 


repealed. 

Mr. Wiiu1aMs. Under existing law, as it has been interpreted by 
the Interstate Commerce Commission and the Civil Aeronautics Board, 
special restrictions have been imposed upon the entry of railroads 
into motor and water transportation and upon the entry of any sur- 
face carriers into air transportation. These administrative restric- 
tions have grown out of certain language in various sections of the 
Interstate Commerce Act and the Civil Aeronautics Act, and are in 
addition to the general provisions of those two acts that no one may 
begin new carrier operations, or acquire control of existing carriers, 
by motor or water, without the approval of the Interstate Commerce 
Commission, or by air without the approval of the Civil Aeronautics 
Board. 

The bills on which we are holding hearings have been introduced 
by our colleagues on this committee, Mr. Rogers of Texas, and Mr. 
Bennett of Michigan. 

H.R. 7960 and H.R. 9280 would amend the Interstate Commerce Act 
so that all modes of transport would have equal opportunity to en- 
gage in motor transport. H.R. 7962 and H.R. 9281 would amend 
the Interstate Commerce Act so that all modes of transport would 
have equal opportunity to engage in water transport; and H.R. 7961 
and H.R. 9279 would amend the Federal Aviation Act of 1958 (the 
revision of the Civil Aeronautics Act) so that all modes of transport 
would have equal opportunity to engage in air transport. 

The number of witnesses which have asked to be heard on these 
bills is very large, and it is my hope that every effort will be made 
to avoid repetitious testimony so that we can move the subject as 
expeditiously as possible. Naturally, we do not mean to preclude any- 
one from testifying who desires to be heard, but I do hope that each 
witness will attempt to confine his remarks to different facets of 
this highly significant and complex problem, rather than repeat the 
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arguments of others, so that the subcommittee may the better quickly 
comprehend the full scope and effect of the bills before us. 

I have been asked about the schedule of the committee for the week, 
whether we will be sitting in the afternoons or not. I think perhaps 
I should make this statement: that the committee will endeavor inso- 
far as possible to sit this afternoon and tomorrow afternoon. 

However, there is a full schedule of legislation on the floor of the 
House, and it is impossible at this time to determine whether we will 
be able to sit for any length of time or at all. However, we will 
make an effort to meet back here at 2 o’clock this afternoon and 

roceed with your testimony, unless we should be called back to the 
See of the House for a vote, rollcall, or other matter. 

At this time, if there is no objection on the part of the committee, I 
have several agency reports for insertion in the record on these various 
bills. 


(The documents referred to are as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., July 24, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives, Washington, D.C. 


My Deark Mr. CHAIRMAN: This is in reply to your letters of June 26, 1959, 
requesting reports on H.R. 7960, H.R. 7961, and H.R. 7962, bills to permit persons 
engaged in one form of transportation to engage in other forms. 

The Bureau of the Budget agrees with the views the Department of Commerce 
is presenting to your committee and recommends against enactment of these bills. 

Sincerely yours, 
PHILuir S. HUGHES, 
Assistant Director for Legislative Reference. 


INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., July 14, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives, Washington, D.C. 


DEAR CHAIRMAN Harris: Your letter received June 29, 1959, requesting a report 
and comments on a bill, H.R. 7960, introduced by Congressman Rogers of Texas 
(by request), to amend the Interstate Commerce Act to remove certain restric- 
tions as to persons who may engage in the business of a motor carrier and upon 
the issuance of certificates or approvals for engaging in such business or acquiring 
control of another engaged therein, so that all modes of transportation may have 
an equal opportunity, has been referred to our Committee on Legislation. After 
consideration by that committee, I am authorized to submit the following com- 
ments in its behalf: 

This bill, and H.R. 7961 and H.R. 7962, are, in substance, the same as S. 1353, 
8. 1354, and S. 1355, introduced in the Senate at the request of the railroad 
industry. (See Congressional Record, Mar. 10, 1959, p. 3299.) Together, they 
constitute a legislative plan to permit by law any carrier, otherwise qualified, to 
own, control, and operate various other forms of service—rail, motor, water, and 
air. The plan has been variously referred to as “integrated transportation,” 
“department store,” and “single package plan.” 

Clause (1) of H.R. 7960 would eliminate from section 5(2)(b) of the act, 
which relates to proposed unifications and acquisitions of control, the proviso 
which prohibits the Commission from approving a proposed transaction involving 
a motor carrier, where a railroad or railroad affiliate is the applicant, unless it 
finds that the transaction “will be consistent with the public interest and will 
enable such carrier to use service by motor vehicle to public advantage in its 
operations and will not unduly restrain competition.” 
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Clause (2) of the bill would amend section 207(a) of the Interstate Commerce 
Act to preclude the Commission from denying a certificate to operate ag q motor 
common carrier, or from attaching thereto terms, conditions, or limitations 
respecting the traffic to be handled, the service to be performed, or the operations 
to be conducted merely by reason of the fact that the applicant is a carrier other 
than a motor carrier, or a person controlled by or affiliated with a carrier other 
than a motor carrier. This proposed amendment would also require the Com. 
mission, upon application of the holder, to modify outstanding certificates jn 
conformity with the new provisions, 

The Commission’s views concerning the congressional intent under the provigog 
in section 5(2) (b) of the act with respect to participation by railroads and their 
affiliates in motor transportation were set forth in Rock Island M. Transit Go. 
Purchase—White Line M. Frt., 40 M.C.C, 457 and 55 M.C.C. 567. After quoting 
the initial congressional declaration of policy as contained in section 202(a) of 
the Motor Carrier Act, 1935, the Commission stated in 40 M.C.C. 457, beginning 
at page 461, as follows: 

“Consistently with, and obviously in furtherance of, this policy, it was spe- 
cifically provided by section 213 that no ‘carrier other than a motor carrier’ 
nor any person controlled by, or affiliated with, any ‘carrier other than a motor 
carrier’ should be authorized to consolidate or merge with, purchase, lease, 
operate under contract, or otherwise acquire control of, any motor carrier 
unless this Commission should first find not only that the transaction would 
be consistent with the public interest but further that it would ‘promote’ the 
public interest by enabling such carrier other than a motor carrier to use 
service by motor vehicle to public advantage in its operations and would not 
unduly restrain competition. 

“By these provisions of the law the Congress indisputably intended not only 
to provide for the impartial regulation of all of the indicated modes of trans- 
portation but also affirmatively to foster, promote, and preserve the inherent 
advantages of each mode of transportation. As an essential element of the 
latter purpose provision was specifically made to protect each mode of trans- 
portation from the suppression or strangulation thereof which might follow 
if control thereof were allowed to fall into the hands of a competing transpor- 
tation agency. At the same time it was recognized that motor vehicles legiti- 
mately and properly could be used as a subordinate instrumentality for the 
improvement of non-motor-carrier transportation services. In order to allow 
such use in the public interest, the way was left open for carriers other than 
motor carriers, with this Commission’s approval, to acquire control of motor 
carriers, but it was provided that such acquisition should not be sanctioned 
unless it first be found that the ‘transaction proposed would promote the public 
interest,’ and that in a particular was, namely, ‘by enabling such carrier other 
than a motor carrier to use service by motor vehicle to public advantage in 
its [non-motor-carrier] operations’ and would not unduly restrain competition. 

“After nearly 5 years of regulation under the Motor Carrier Act, 1935, in 
the course of which section 213 was construed and applied and during which 
effect was given in proceedings under section 207 of the act to the declared 
policy of the Congress as confirmed and furthered by section 213, the Trans- 
portation Act, 1940, was enacted. Therein the previously declared policy of 
the Congress was broadened somewhat to cover all modes of transportation 
and restated as the national transportation policy. At the same time section 
213 was revised slightly and consolidated with section 5 of part I of the act. 

“In view of the intervening administrative construction and application of 
the declared policy of the Congress and of section 213 it is particularly signifi- 
eant that both the new declaration of policy and the revised section 5 were so 
framed as to confirm and approve, rather than disapprove, the manner in 
which those portions of the act had theretofore been construed and applied 
by us. Specifically the Transportation Act, 1940, declared it to be the national 
transportation policy impartially to regulate ‘all modes of transportation’ so 
as ‘to recognize and preserve the inherent advantages of each; to promote safe, 
adequate, economical, and efficient service and foster sound economic conditions 
in transportation and among the several carriers; to encourage the establish- 
ment of reasonable charges * * * without * * * unfair or destructive com- 
petitive practices; * * * all to the end of developing, coordinating, and pre- 
serving a national transportation system by water, highway, and rail * * *.’ 
Section 5 as amended to include former section 213, again provided that an acqui- 
sition of a motor carrier by a railroad or by any person controlled by, or afiili- 
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ated with a railroad, should not be approved except after a finding ‘that the 
transaction proposed will be consistent with the public interest and will en- 
able such rail carrier to use service by motor vehicle to public advantage in 
its operations and will not unduly restrain competition.’ : 

“Appraisal of the scope of the legislative approval of our prior administrative 
construction and application of the declared policy of the Congress and of 
section 213 which can be implied from the reenactment of both provisions 
without substantial change requires a brief examination of, at least, the leading 
reports of this Commission bearing thereon which antedated such reenactment.” 

After discussing the leading cases in which the above-mentioned policy has 
peen administratively construed and applied, the Commission stated: 

“It is our opinion * * * that the preservation of the inherent advantages of 
motor carrier service and of healthy competition between railroads and motor 
carriers and the promotion of economical and efficient transportation service 
by all modes of transportation and of sound conditions in the transportation 
[industry] and among the several carriers, in short the accomplishment of 
the purposes forming the national transportation policy, require that, except 
where unusual circumstances prevail, every grant to a railroad or to a railroad 
affiliate of authority to operate as a common carrier by motor vehicle or to 
acquire such authority by purchase or otherwise should be so conditioned as 
definitely to limit the future service by motor vehicle to that which is auxiliary 
to, or supplemental of, train service.” 

Repeal of the proviso would, of course, have the effect of making applicable 
to those transactions in which a railroad, or a railroad affiliate, seeks to acquire 
control of a motor carrier or to acquire the operations and properties of such 
carrier, the same standard of proof that is applicable to nonrailroad applicants, 
also as provided in section 5(2)(b), namely, that the proposed transaction will 
be consistent with the public interest and that the terms and conditions thereof, 
or with such modifications as the Commissien may require, will be just and 
reasonable. Railroad or railroad affiliates would no longer be required in such 
proceedings to make the additional showing that “the transaction * * * will 
enable such carrier to use service by motor vehicle to public advantage in its 
[railroad] operations and will not unduly restrain competition.” 

With respect to section 207(a) of the act, which clause (2) of the bill would 
amend, the Commission’s interpretation and application of that section in the 
light of the national transportation policy to applications by railroads and rail- 
road affiliates for motor common carrier certificates was reviewed and discussed 
in Rock Island Motor Transit Co. Com. Car. Application, 63 M.C.C.91. As to its 
authority to impose “auxiliary and supplemental service” restrictions on cer- 
tificates issued to such applicants, the Commission stated at page 100: 

“Our statutory authority to impose terms and conditions on a grant of au- 
thority under section 207 is derived from section 208 of the act. We have 
always construed those two sections in the light of the national transportation 
policy to require, where the circumstances warranted, the imposition of re 
strictions on certificates issued motor-carrier subsidiaries of railroads. Where 
the circumstances did not warrant such action, we have issued certificates 
subject to a reservation to impose in the future any limitations, restrictions, or 
modifications that may appear necessary, and in some instances certificates 
have been issued without restrictions or even a reservation as just described.” 

As to the purpose of such restrictions the Commission stated at page 102: 

“The main purpose for the policy of imposing the five above-quoted restric- 
tions, or modifications thereof, was to prevent the railroads from acquiring 
motor operations through affiliates and using them in such manner as to unduly 
restrain competition of independently operated motor carriers. This policy 
was and is sound and should be relaxed only where the circumstances clearly 
establish (1) that the grant of authority has not resulted and probably will! 
not result in the undue restraint of competition, and (2) that the public interest 
requires the proposed operation, which the authorized independent motor 
carriers have not furnished, except where it suited their convenience.” 

In this proceeding the Commission found that the circumstances were such 
that the public convenience and necessity did not require the imposition of 
restrictions limiting the services to be performed by the motor carrier affiliate 
to those auxiliary and supplementary to the operations of the parent railroad. 

The Commission’s power to impose “auxiliary and supplemental service” 
restrictions in an application proceeding under section 207 was sustained by 
the Supreme Court in United States v. Teras & Pac. Co., 340 U.S. 450. Its 
power under that section to issue unrestricted motor carrier certificates to 
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railroad affiliates under special circumstances was upheld by the Supreme Court 
in American Trucking Assns. v. U.S., 355 U.S. 141. 

Enactment of clause (2) of H.R. 7960 would require broad reexamination of 
the application of section 207(a). The provisions of that clause are not limited 
to applications filed by railroads or by railroad affiliates. They also apply to 
applications of other carriers, such as express companies, private carriers, water 
carriers, air carriers, and freight forwarders. (See Railway Exp. Agency, Ing. 
Extension—Bloomington, IUl., 26 M.C.C. 641, and Watkins Motor Lines, Ine, 
Eztension—Frozen Foods, 49 M.C.C. 790.) Among the conditions which could 
no longer be imposed would be those requiring private carriers to conduct for. 
hire operations separately from other activities, including separate accounts 
and separate use of vehicles (Juliano Bros. Common Carrier Application, 4g 
M.C.C. 747). 

Clause (2) of the bill would also seem to preclude the Commission in passing 
on an application of a carrier other than a motor carrier or of a motor carrier 
affiliated with a carrier other than a motor carrier from considering whether 
the operation to be performed would be competitive with other operations per. 
formed by the applicant or by persons affiliated therewith. If the applicant 
were a motor carrier affiliated with another motor carrier such matters could 
be considered (Dealers’ Transport Co. Extension—Willow Run, 48 M.C.C. 199, 
201, and Fleetlines, Inc.—Control—Osbourn Trucking Co., 58 M.C.C. 748). The 
prohibition against doing so where the applicant is affiliated with a carrier other 
than a motor carrier, or where the applicant is a carrier other than a motor 
carrier would place such applicant on a preferential basis. 

Enactment of this provision of the bill would also appear to bring section 
207 (a) into conflict with section 411(a) (1) of the act which makes it unlawful 
for a freight forwarder to acquire control of a carrier subject to part II of the 
act. 

The further provision in clause 2 which would require the Commission, upon 
application, to remove conditions or limitations of the nature indicated from 
certificates heretofore issued would result in enlarging the operating rights 
evidenced by those certificates without any showing of public convenience and 
necessity therefor, as now required by section 207, and without regard to the 
impact upon competing motor carriers. Some of the outstanding certificates 
held by railroads which are restricted to service auxiliary and supplemental 
to rail service were issued under section 207 upon a showing of a need for that 
particular kind of service, notwithstanding the adequacy of existing motor 
earrier service of the ordinary kind unrelated to rail service (Kansas City 8. 
Transport Co. Inc. Com. Car. Application, 10 M.C.C, 221, 238). 

Advocates of the plan, of which H.R. 7960 is a part, advance in support of 
their position the many advantages which would flow from flexible routing 
and single lading shipments, as well as the greater efficiency and economies to 
be realized from central control of the various methods of carriage within 
single systems. This they compare with the duplication of expense and fune- 
tions involved in maintaining separate and independent managements, and the 
wasteful practices which presently exist when independent carriers of the vari- 
ous modes are engaged in keen competition. 

One of the argument mose frequently heard against permitting such inte 
gration is that the stronger mode interested in furthering a particular form of 
transportation might attempt to strangle other modes and to create a monopoly 
for the one of its choice. The force of this argument undoubtedly was much 
greater while certain modes were in their infancy. The extent to which it may 
apply under today’s conditions is one of conjecture. Considering, however, the 
present-day strength of the various modes and the fact that the Interstate Com- 
merce Commission has been created for the purpose of protecting the public 
interest in a stable and enduring transportation system, the force of this argu- 
ment may well be questioned. Detailed arguments for and against the proposals 
embodied in H.R. 7960 and the related bills seem unnecessary at this time, 
since data vital to a proper determination of the important questions involved 
will undoubtedly be developed by industry and shipper representatives at the 
time of the public hearings thereon. 

Attention, however, is invited to the fact that the Commission has heretofore 
neither supported such a change in the law, nor opposed it. Last year, former 
Chairman Freas, in testifying on the Commission’s behalf before the Surface 
Transportation Subcommittee of the Senate Committee on Interstate and For 
eign Commerce on the railroad situation stated with respect to the general 
subject of common ownership of different modes of transportation: 
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“This proposal involves extremely broad policy questions which only the 
Congress can resolve” (transcript, p. 1835). 

Our considered view is that the present and future public interest requires 
that there be made available to shippers a ready choice of all modes of carriage 
and some workable method of flexibility whereby they can utilize the various 
jpherent advantages of each mode in coordinated movements of single ship- 
ments, which, of course, is the stated objective of the supporters of the present 
pills. The Commission has been generally of the view, that this type of service 
was needed, but has had some reservation concerning the manner in which it 
should be brought about. Specifically, we have believed that during the evolu- 
tionary period while this type of service was being developed, efforts by inde- 

dent carriers to accomplish coordinated service through voluntary concur- 
rence in joint rates and through routes should receive every encouragement. 
The present law, of course, permits such voluntary arrangements and we be- 
lieve that both the Commission and the Congress should do all they can, to 
foster the growing trend. 

It is our view that the carriers themselves have within their power the op- 

ty to demonstrate the economies, efficiencies, and advantages to the ship- 
public through practical operation of voluntary coordinated systems. The 
expanding plans involving “piggy-back”, “fishy-back”, and “‘fly-away” services, 
using easily interchangeable containers, have offered real encouragement along 
these lines, wtih the next probable development being a movement towards stan- 
dardization of such containers. 

We feel now, as we did at the time of our previous testimony before the 
Senate subcommittee, that the issue here presented is one of broad congressional 
policy. We are not, from the information in our possession, in a position now 
to do other than set forth these observations. The passage of legislation 
such as here proposed may require a restatement of the national transportation 

licy. 

P Respectfully submitted. 
KENNETH H. TUGGLE. 
Chairman, Committee on Legislation. 
ANTHONY ARPATA. 
Howarkp FREAS. 


THE SECRETARY OF COMMERCE, 
Washington, D.C., August 10, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representative, Washnngton, D.C. 


Deak Mr. CHAIRMAN: This is in reply to your letter of June 26, 1959, request- 
ing the views of this Department on H.R. 7960, a bill to amend the Interstate 
Commerce Act to remove certain restrictions as to persons who may engage 
in the business of a motor carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of another engaged 
therein, so that all modes of transportation may have equal opportunity. 

The subject bill would prohibit the Interstate Commerce Commission from 
denying a motor carrier certificate or permit to any applicant “* * * merely 
by reason of the fact that the applicant * * * is a carrier other than a motor 
carrier.” The bill would further repeal section 5(2)(b) of the Interstate Com- 
merce Act which limits the Commission to granting motor carrier rights to rail- 
roads to those cases where the rail carrier will use motor vehicle service to 
public advantage in its operations, and will not unduly restrain competition. 
This provision is the basis for the so-called key point doctrine of the Interstate 
Commerce Commission. 

The Department of Commerce does not favor the enactment of H.R. 7960. 

It is believed that the combined effect of the two provisions of H.R. 7960 
would be to remove all restrictions against common ownership in the motor 
carrier field. This appears to be too extreme a policy in view of the limited 
knowledge and experience of the problems of common ownership. 

It would appear that the public interest would be best served with respect to 
common ownership of one form of transportation by carriers of another form 
through legislative prescription of appropriate standards for the regulatory com- 
missions to follow on a case by case basis. The Department would not favor 
legislation with absolute provisions, either prohibitory in character or grant- 
ing unrestrained freedom of common ownership. 
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Generally, it would be expected that such regulatory standards as favored 
herein would recognize those situations where a combination of common carrier 
services by several forms of transportation would provide public benefits eop. 
siderably in excess of the separate services under separate ownership of contro}, 
Such carrier combinations should be formed and be operated under appropriate 
regulatory supervision and on the basis of consistent criteria. It would be ex. 
pected that such combinations would not inhibit the growth and development 
of individual modes of transportation, and that competitive conditions in trang. 
port markets would be preserved. 

It is believed that legislation of the character proposed here should contain 
fairly specific requirements and standards the exact nature of which cannot 
be determined from the present knowledge and experience in the field. One 
such problem is the measurement of public benefits to be derived from appro. 
priate combinations and to be used as a criteria. To this extent, the problem of 
ownership cannot be waived without further study. The administration jg 
conducting a study of transportation policy in accordance with the directive of 
the President to the Secretary of Commerce in the annual budget message dated 
January 19, 1959. As this study progresses the Department may have further 
views of the appropriate criteria and considerations to apply to this problem, 

A further factor which compounds the problem of common ownership is the 
varying provisions of present legislation governing domestic surface trans. 
portation, air transportation and maritime transportation. Each act provides 
also for administration by a different agency. In cases of common ownership 
involving any combination of air, domestic surface, and maritime transportation, 
the complexities of dealing with separate commissions would lead to great dif. 
ficulties. It is therefore recommended that legislation governing common owner- 
ship make provision for standards of coordinating the various regulatory agen- 
cies concerned. 

Because H.R. 7960 provides no legislative standards for governing common 
ownership on a case by case basis and because it does not take into aecount the 
problem of coordinating the regulatory commissions affected by common owner- 
ship of air, domestic surface, and maritime transportation, the Department 
would not favor the bill. 

The Bureau of the Budget advises that it has no objection to the submission 
of this letter to your Committee. 

Sincerely yours, 
¥. H. MvuEtter, 
Secretary of Commerce. 


FEDERAL AVIATION AGENCY, 
Washington, D.C., July 15, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Deak Mr. CHAIRMAN: This is in reply to your request of June 26, 1959, for a 
report on H.R. 7961, a bill to amend the Civil Aeronautics Act to remove certain 
restrictions as to persons who may engage in the business of an air carrier and 
upon the issuance of certificates or approvals for engaging in such business or 
acquiring control of another engaged therein, so that all modes of transportation 
may have equal opportunity. 

This bill would amend the Civil Aeronautics Act to remove existing restric- 
tions with respect to persons who may engage in the business of an air carrier 
and with respect to the issuance of certificates or approvals for engaging in 
such business or acquiring control of another engaged in such business. 

H.R. 7961 should be amended to delete reference to the Civil Aeronautics 
Act of 1938 and to substitute therefor the Federal Aviation Act of 1958. 

Since this bill deals with matters of an economic and regulatory character 
which come within the jurisdiction of the Civil Aeronautics Board, the Federal 
Aviation Agency has no specific comments to submit with respect to it. 

Sincerely, 


ALAN L, DEAN 
(Acting for E. R. Quesada, Administrator). 
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INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., July 14, 1959. 
Hon. OREN Haggis, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deak CHAIRMAN Harris: Your letter of June 26, 1959, requesting a report and 
comments on a bill (H.R. 7961), introduced by Congressman Rogers of Texas 
(by request), to amend the Civil Aeronautics Act to remove certain restric- 
tions as to persons who may engage in the business of an air carrier and upon 
the issuance of certificates or approvals for engaging in such business or 
acquiring control of another engaged therein, so that all modes of transportation 
may have an equal opportunity, has been referred to our Committee on Legis- 
lation. After consideration by that Committee, I am authorized to submit the 
following comments in its behalf: 

H.R. 7961 would amend the Civil Aeronautics Act (now a part of the Fed- 
eral Aviation Act of 1958) so as to remove certain restrictions against carriers 
other than air carriers or persons affiliated with carriers other than air car- 
riers from engaging in air transportation. This bill and related bills, H.R. 7960 
and H.R. 7962, are, in substance, the same as S. 1353, S. 1354, and S. 1355 in- 
troduced in the Senate at the request of the railroad industry. (See Congres- 
sional Record, Mar. 10, 1959, p. 3299.) Together, they give shape to a legis- 
lative plan to permit by law any carriers, otherwise qualified, to own, control, 
and operate various other forms of service—rail, motor, water, and air- 

Last year, former Chairman Freas, in testifying on the Commission’s behalf 
before the Surface Transportation Subcommittee of the Senate Committee on 
Interstate and Foreign Commerce on the railroad situation, stated with respect 
to the general subject of common ownership of different modes of transpor- 
tation : 

“This proposal involves extremely broad policy considerations which only 
the Congress can decide” (transcript, p. 1835). 

We feel now, as we did at the time of our previous testimony before that 
subcommittee, that the issue here presented is one of broad congressional pol- 
icy. We are not, from the information in our possession, in a position now to 
do other than submit the general observations as set forth in our report of even 
date on H.R. 7960. The passage of legislation such as here proposed may re- 
quire a restatement of the national transportation policy. 

Respectfully submitted. 

KENNETH H. TUGGLE, 

Chairman, Committee on Legislation. 
ANTHONY ARPATA. 
HOWARD FREAS. 


THE SECRETARY OF COMMERCE, 
Washington, August 19, 1959. 
Hon OREN Hargis, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: This is in reply to your letter of June 26, 1959, re- 
questing the views of this Department on H.R. 7961, a bill to amend the Civil 
Aeronautics Act to remove certain restrictions as to persons who may engage in 
the business of an air carrier and upon the issuance of certificates or ap- 
provals for engaging in such business or acquiring control of another engaged 
therein, so that all modes of transportation may have equal opportunity. 

Inasmuch as the Civil Aeronautics Act has been repealed (49 U.S.C. 401 et 
seq.), we have considered the bill as proposing amendment of the Federal Avi- 
ation Act of 1958. 

Subject bill would add a section 417 to title IX of the Federal Aviation Act, 
which title governs air carrier economic regulation, so as to provide that in 
no proceedings thereunder shall the Civil Aeronautics Board apply any special 
criteria or prescribe any special conditions merely by reason of the fact that 
a person affected in any such proceeding, whether an applicant or otherwise, 
is a carrier other than an air carrier or is a person controlled by a carrier other 
than an air carrier or is affiliated therewith within the meaning of section 5(6) 
of the Interstate Commerce Act. Consistent with such addtiion to the act, 
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the bill would eliminate the present provision in section 408(b) of the act that 
the Civil Aeronautics Board shall not approve applications thereunder by com- 
mon carriers Other than air carriers relative to mergers, consolidations, or ae. 
quisition of control involving air carriers unless the Board finds that the pro 
posed transaction will promote the public interest by enabling such carrier 
other than an air carrier to use aircraft to public advantage in its operation 
and will not restrain competition. 

The Department of Commerce does not favor enactment of H.R. 7961. 

At present the established general policy as interpreted by the Civil Aero. 
nauties Board (see, for example, CAB opinion and order No. E-13045 dated 
Oct. 3, 1958) is that air transportation shall be free of control by surface 
earriers. Such policy, in our opinion, is clearly in need of review. 

On the other hand, subject bill would in effect eliminate all legislative re 
straints specifically directed to surface carrier ownership in the air carrier field, 
Rail, water, and motor carrier applicants to the Board would, under the bill, 
be subject only to the ordinary statutory standards applicable to any applicant 
to the Civil Aeronautics Board for rights relative to the conduct of air transporta- 
tion. 

It is the view of the Department that neither the present approach nor the 
approach proposed in H.R. 7961 necessarily represents desirable public poliey 
for transportation. It would appear that public policy could best be served in 
the matter of common ownership or control of different forms of transport by 
prescription of appropriate standards for regulatory commissions to follow in 
reaching case-by-case determinations, rather than by regulatory legislation which 
is absolute in nature either because of outright prohibition or because of com- 
plete disregard of potentially recurrent special situations of major significance 
to common carrier transportation media. 

Development of such standards would permit due recognition to be accorded 
to the special public interest problems inherent in any combinations of different 
forms of common carrier transport, while at the same time affording recognition 
to the likelihood that combined firms of two or more forms of transportation 
services could provide, in certain circumstances and under supervised conditions, 
benesits considerably in excess of those to be derived from several services operat- 
ing separately. 

Admittedly, the development of suitable standards or guides for enactment 
into present regulatory statutes pertinent to the Nation’s transportation system 
is most difficult. The problem, per se a difficult one, is compounded by the fact 
that existing statutes assign different responsibilities to different regulatory 
agencies having differing legislative guidelines dependent not only upon the 
mode of transport and geographical areas of transportation involved but upen 
Government assistance programs as well. 

Generally speaking, common ownership of different modes of transportation 
would appear to be a problem which should be accorded coordinated regulatory 
agency consideration with a view to balancing potential public benefits inherent 
in specific situations, on the one hand, against potential restraints of competi- 
tion and potential retardations in the proper development of particular modes of 
transport inherent in the same situations, on the other. Unfortunately, there is 
very limited knowledge or experience in specific administrative and economic 
criteria for putting such a general policy in effect. Further study of the mat- 
ter before any legislative action thereon would therefore appear to be in order. 

The President in his budget message for the fiscal year 1960 has directed the 
Secretary of Commerce to conduct a comprehensive study of transportation 
policy and this problem will be considered. Thus it would seem appropriate 
to await the conclusions of this study before further consideration is given to 
enacting a statute with such serious implications as are inherent in H.R. 7961. 

Accordingly, the Department of Commerce recommends against enactment of 
H.R. 7961 on the basis that (1) the problem of common ownership should be 
approached in terms of appropriate regulatory standards and procedures rather 
than outright prohibitions or license and (2) the problem to which the bill is 
directed is a matter appropriate for consideration as part of the transportation 
policy studies being undertaken by the administration. 

The Bureau of the Budget advises that it has no objection to the submittal 
of this letter. 

Sincerely yours, 


F. H. MUELLER, 
Secretary of Commerce. 
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Civit AERONAUTICS BOARD, 
Washington, D.C., July 27, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: This is in reply to your letter of June 26, 1959, asking 
the Board for comment on H.R. 7961, a bill to amend the Civil Aeronautics 
Act (Federal Aviation Act) to remove certain restrictions as to persons who 
may engage in the business of an air carrier and upon the issuance of certifi- 
eates or approvals for engaging in such business or acquiring control of another 
engaged therein, so that all modes of transportation may have equal oppor- 
tunity. 

H.R. 7961 contains two separate and distinct provisions. The first repeals 
in its entirety the second proviso of section 408(b). The second provision adds 
a new section to title IV providing that in any proceeding under title IV no 
special or different standards, requirements, or burden of proof shall be applied, 
and no terms, conditions, or limitations shall be attached or prescribed merely 
by reason of the fact that a person affected by the proceeding is a carrier other 
than an air carrier. 

These changes involve important departures from existing policy under the 
Federal Aviation Act. The fundamental question raised by the proposed legis- 
jation is whether the regulatory policy and safeguards of the Civil Aeronautics 
Act of 1938, as reenacted by the Federal Aviation Act of 1958, geverning the 
entrance of surface carriers into air transportation should be modified or 
whether the present policy of the act should be continued. 

There are two types of cases that come before the Board in which surface 
carriers seek entrance into air transportation. 

(1) There is the case where a surface carrier undertakes to engage indirectly 
in air transport operations through a subsidiary by purchasing or acquiring 
control of an existing air carrier or by organizing a subsidiary of its own to 
engage in air transportation ; and 

(2) There is the type of case where the surface carrier seeks to engage di- 
rectly in air transportation by applying to the Board for a certificate of public 
convenience and necessity. 

If the surface carrier adopts the first avenue of approach—that is, through 
the acquisition of a subsidiary—it must obtain the approval of the Civil Aero- 
nautics Board to the proposed transaction. Section 408 of the act prescribes 
certain standards that must be considered, and certain conditions which must 
be satisfied before the Board is permitted by the law to issue its order of ap- 
proval. Thus, the Board must find upon the basis of evidence of record ob- 
tained in a public hearing that the proposed transaction will not be inconsistent 
with the public interest. 

The section then follows with two important provisos which set specific legal 
conditions to the granting of Board approval. The first proviso declares that 
the Board shall not approve the proposed acquisition if it would result in cre 
ating a monopoly or monopolies and thereby restrain competition or jeopardize 
another air carrier not a party to the acquisition. 

The second proviso provides that the Board shall not grant its approval to a 
proposed acquisition of an air carrier by a surface carrier unless the Board 
finds that the proposed transaction will promote the public interest in a par- 
ticular manner, that is, by enabling such surface carrier to use aircraft to pub- 
lic advantage in its surface transport operation and will not restraint com- 
petition. 

H.R. 7961 would repeal this second proviso in its entirety. The consequence 
would be that the existing restriction in the proviso against the right of surface 
carriers to acquire air carriers would be eliminated, thus enabling surface car- 
riers to engage in air transportation through the device of acquiring air car- 
rier subsidiaries. This would represent a radical change in governmental trans- 
portation policy and one which the Board opposes for the reasons hereinafter 
stated. 

The second type of case is one in which a surface carrier seeks to engage in 
air transportation directly rather than through a subsidiary, and applies to the 
Board for a certificate of public convenience and necessity. This proceeding 
falls, not under section 408, but under section 401 which governs applications 
of public convenience and necessity. This section does not contain the restric- 
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tive language quoted from the proviso of section 408, but provides simply that 
the certificate sought shall be issued if the Board finds the applicant to be fit, 
willing, and able to perform such transportation properly, and to conform to the 
provisions of the act, and the rules, regulations, and requirements of the Board, 
and that the transportation in question is required by the public convenience 
and necessity. The Board, in interpreting this section in connection with the 
applications of surface carriers, has held that although the restriction in the 
proviso of section 408 cannot be considered a prerequisite to the issuance of 
certificate, the Board is under a duty to consider all of the pertinent standards 
of public interest wherever they might appear in the act, including the policy 
of Congress as reflected in the second proviso of section 408, and that the Board 
should weigh that standard together with other statutory standards in reaching 
its decision. 

H.R. 7961 would provide that in any proceeding under title IV, which would 
include applications for certificates of public convenience and necessity under 
section 401, no special or different standards, requirements, or burden of proof 
shall be applied, and no terms, conditions, or limitations shall be attached or 
prescribed merely by reason of the fact that the applicant is a carrier other 
than an air carrier. 

If this proposal is intended to be a modification of the existing law, it is sub 
ject to the interpretation that the Board, in a particular case, would be required 
to close its eyes to the fact that the applicant in question was a surface operator, 
and in reaching a decision the Board would not be permitted to consider any 
disadvantages or advantages arising from that fact. 

It seems to us that the application of a surface carrier for a certificate of 
public convenience and necessity to engage in air transportation should be ad- 
judged upon the basis of all relevant considerations appearing on the record in 
the case, including the advantages and the disadvantages of the applicants, If 
the Board is to be precluded from any consideration of conflicting interest or any 
other disadvantages which might under the circumstances of the case attach to 
the surface applicant’s proposal, the effect of the proposed legislation would be to 
accord surface applicants a preferred or privileged status in a proceeding under 
section 401 for a certificate. 

The Board believes that the present congressional policy, which seeks the 
overall development of air transportation independent of other transportation 
interests, is a sound policy and should not be abandoned. 

The provisions of the Federal Aviation Act limiting the control of air carriers 
by other forms of transportation followed the judgment of Congress in enacting 
earlier provisions to assure the respective independence of various forms of 
transportation. 

In the Panama Canal Act of 1912, the Motor Carrier Act of 1935, the Civil 
Aeronautics Act of 1938, the Transportation Act of 1940, and the Federal 
Aviation Act of 1958, Congress announced, and successively reaffirmed, its policy 
of preserving the independence of the various forms of transportation. Such 
legislative policy has been based upon the realization that the public is best 
served by competing forms of transportation, and that to insure competition 
it is necessary to prevent unrestricted domination of one form of transportation 
by another. 

If carriers are allowed to engage in other modes of transportation in a less 
restricted manner than is presently provided, we believe that the stifling of a 
real and healthy competition between the various modes of transportation will 
result. Congress, through the years, has seen fit to encourage and develop the 
national transportation policy by means of regulated independence. The Board 
believes that this successful policy should be continued. The Board, therefore, 
feels that the proposed legislation is not in the public interest and accordingly 
opposes the enactment of H.R. 7961. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 


JAMES R. Durrer, Chairman. 
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INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., July 14, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deak CHAIRMAN HaArris: Your letter of June 26, 1959, requesting a report 
and comments on a bill, H.R. 7962, introduced by Congressman Rogers of Texas 
(by request), to amend the Interstate Commerce Act to remove certain re- 
strictions as to persons who may engage in the business of a water carrier and 
upon the issuance of certificates or approvals for engaging in such business or 
acquiring control of or an interest in another so engaged so that all modes of 
transportation may have an equal opportunity, has been referred to our Com- 
mittee on Legislation. After consideration by that Committee I am authorized 
to submit the following comments in its behalf: 

H.R. 7962 and two related bills, H.R. 7960 and H.R. 7961, are, in substance, 
the same as 8. 1353, S. 1354, and S. 1355, introduced in the Senate at the request 
of the railroad industry. (See Congressional Record, Mar. 10, 1959, p. 3299.) 
Together, they embody a legislative plan to permit by law any carrier, otherwise 
qualified, to own, control, and operate verious other forms of service—rail, 
motor, water, and air. 

The first section of the bill would amend section 309(c) of the Interstate 
Commerce Act to preclude the Commission from denying a certificate to operate 
as a common carrier by water or from attaching thereto terms, conditions, and 
limitations restricting the traffic to be handled, the service to be performed, or 
the operations to be conducted merely by reason of the fact that the applicant 
is a carrier other than a water carrier or a person controlled by or affiliated 
with a carrier other than a water carrier. 

Enactment of this section probably would preclude the Commission, in passing 
on an application of a carrier other than a water carrier or of a carrier affiliated 
with a carrier other than a carrier, from considering whether the water carrier 
operations would be competitive with another mode of transportation performed 
by applicant or by persons affiliated therewith, and whether under the circum- 
stance existing it would be compatible with the public interest to authorize the 
applicant to perform such competitive services. If affiliated water carriers were 
involved, such matters would be considered (Albany Barge Lines, Inc., Common 
Carrier Application (285 I.C.C. 731, 740), and Commercial Transport Corp.— 
Control and Merger (70 M.C.C. 535, 544, 545). <A prohibition against con- 
sidering these matters, where applicant is a carrier other than a water carrier or 
affiliated with a carrier other than a water carrier, would place such applicant 
ona preferential basis. 

If, upon issuance of the certificate, acquisition of control of the water carrier 
were proposed in a transaction within the scope of section 5(2)(a) of the act, 
the provisions of that section requiring the approval of the Commission would 
be applicable. Similarly, if applicant were a noncarrier controlled by, or 
affiliated with, another carrier (except a freight forwarder) approval under 
section 5 would be required before the certificate could be issued. Section 1 
of the bill apparently would not affect jurisdiction under section 5, but it might 
well limit the matters which the Commission could consider in deciding such 
applications. It should also be noted that section 411(a) (1) makes it unlawful 
for a freight forwarder to acquire control of a railroad, a motor carrier, or a 
water carrier, yet section 1 of the bill would appear to sanction such control. 

Sections 2, 3, and 4 of the bill would amend paragraphs (14) and (15) and re- 
peal paragraph (16) of section 5. These paragraphs were added to that section 
by what is known as the Panama Canal Act of August 24, 1912. The purposes 
were to prevent the routes through the canal, then nearing completion, from 
coming under the domination of competing railroads, and at the same time to 
disassociate water lines “elsewhere” from such domination, except where it was 
shown that they were operated in the best interests of the public and not used 
by the railroads to stifle competition. (See Lake Line Application under 
Panama Canal Act (33 1.C.C. 700).) 
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The proposed legislation would retain the prohibitions of section 5(14) as to the 
canal routes and eliminate those applicable to waters “elsewhere.” If these 
prohibitions are no longer necessary as to routes not through the canal, par. 
ticularly routes through the St. Lawrence Seaway, we see no reason why the 
prohibitions relating to the canal routes should be retained. 

The elimination of the prohibitions in section 5(14) would not cause the sity- 
ation to revert entirely to that which existed before the Panama Canal Act was 
passed. Acquisitions of control of water carriers subject to part III of the act 
by other carriers (except freight forwarders) require the approval of the Com- 
mission under section 5(2). However, section 5(2) is not applicable to acquisi- 
tions by a railroad of control of water carriers not subject to part III (including 
earriers operating from a place in one State to a place in another State which 
are specifically exempted therefrom by sec. 303, and carriers operating from a 
place in the United States to a place in a foreign country), acquisitions of an 
interest in a carrier subject to part III not amounting to control within the mean- 
ing of that term as used in section 5(2), or acquisitions of an interest in “any 
vessel carrying freight or passengers through the Panama Canal or elsewhere 
with which the railroad does or may compete for traffic.” Thus, if sections 2, 3, 
and 4 of H.R. 7962 were enacted, the only restraint upon railroad acquisitions 
of such control or interests would be of such restraints as are imposed by the 
antitrust laws. 

Our attention has not been called to any undue burden imposed upon the rail- 
roads by the existing provisions of paragraphs (14), (15), and (16) of section 5, 
or of any situation contrary to the public interest which has been brought about 
by the existence of those provisions. Actually, in recent years the railroads 
have demonstrated little interest in making acquisitions within the purview of 
such provisions, as evidenced by the fact that very few applications have been 
filed thereunder, even though, except in respect of carriers or vessels operating 
through the Panama Canal, the Commission is authorized to permit such an 
acquisition upon a showing that it “will not prevent such common carrier 
by water or vessel from being operated in the interest of the public and with 
advantage to the convenience and commerce of the people, and that it will not 
exclude, prevent, or reduce competition on the route by water under consid- 
eration.” 

As indicated, except in respect of carriers or vessels operating through the 
Panama Canal, the railroads are afforded a means of effectuating transactions 
of the nature in question, when they are shown, in effect, to be compatible with 
the public interest. 

Last year, former Chairman Freas, in testifying on the Commission’s behalf 
before the Surface Transportation Subcommittee of the Senate Committee on 
Interstate and Foreign Commerce on the railroad situation, stated with respect 
to the general subject of common ownership of different modes of transportation: 

“This proposal involves extremely broad policy considerations which only the 
Congress can decide” (Tr., p. 1835). 

We feel now, as we did at the time of our previous testimony before that snb- 
committee, that the issue here presented is one of broad congressional policy. We 
are not, from the information in our possession, in a position now to do other 
than submit the general observations as set forth in our report, also of this date, 
on H.R. 7960. The passage of legislation such as here proposed may require a 
restatement of the national transportation policy. 

Respectfully submitted. 

KENNETH H. TUGGLE, 
Chairman, Committee on Legislation. 

ANTHONY ARPATA. 

HowarpD FREAs. 


SECRETARY OF COMMERCE, 
Washington, D.C., August 10, 1959. 
Hon. OREN HArrIs, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Desr Mr. CHAIRMAN: This is in reply to your letter of June 26, 1959, request- 
ing the views of this Department on H.R. 7962, a bill to amend the Interstate 
Commerce Act to remove certain restrictions as to persons who may engage in 
the business of a water carrier and upon the issuance of certificates or approvals 
for engaging in such business or acquiring control of or an interest in another 
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so engaged so that all modes of transportation may have equal opportunity. 

The bill retains the basic so-called Panama Canal provisions which are in 
section 5(14) and 5(15) of the Interstate Commerce Act and which prohibit 
common ownership by railroads of water carriers operating through the Panama 
Canal. The subject bill, however, would repeal section 5(16) of the act which 
applies to the Commission’s authority over acquisitions of other water carriers 
by railroads. 

It appears that the combined effect of the provisions of H.R. 7962 would be 
to remove many restrictions against ownership of water carriers by carriers in 
other forms of transportation. 

It is the view of the Department of Commerce that such complete removal of 
present restraints is contrary to sound public policy, and the Department would 
therefore oppose H.R. 7962. 

Apparently the provisions of H.R. 7962 are intended to apply to common 
ownership of water carriers under the jurisdiction of the Interstate Commerce 
Commission by railroads and motor carriers under the jurisdiction of the same 
Commission. Ownership of coastwise and intercoastal carriers by carriers also 
engaged in maritime transportation subject to the Federal Maritime Board 
is permitted under present law. Air carrier ownership of domestic water 
carriers may not be a practical question, although some conceivable types of 
carrier integration might contemplate several distinct services including among 
the others air and water transportation. 

Another problem not dealt with specifically in the subject bill is common 
ownership of air and maritime carriers. The bill appears to be confined solely 
to carriers subject to the Interstate Commerce Commission. In the past several 
years, however, cases involving common ownership of air and maritime carriage 
have arisen and any revision of the statutes applying to common ownership 
should recognize this problem. 

It would appear that the public interest would be best served with respect 
to common ownership of one form of transportation by carriers of another 
form through legislative prescription of appropriate standards for the regulatory 
commissions to follow on a case-by-case basis. The Department would not favor 
legislation with absolute provisions, either prohibitory in character or granting 
unrestrained freedom of common ownership. 

Generally, it would be expected that such regulatory standards as favored 
herein would recognize those situations where a combination of common carrier 
services by several forms of transportation would provide public benefits 
considerably in excess of the separate services under separate ownership of 
control. Such carrier combinations should be formed and be operated under 
appropriate regulatory supervision and on the basis of consistent criteria. It 
would be expected that such combinations would not inhibit the growth and 
development of individual modes of transportation, and that competitive condi- 
tions in transport markets would be preserved. 

It is believed that legislation of the character proposed here should contain 
fairly specific requirements and standards the exact nature of which cannot be 
determined from the present knowledge and experience in the field. One such 
problem is the measurement of public benefits to be derived from appropriate 
combinations and to be used as a criterion. To this extent, the problem of 
common ownership cannot be solved without further study. 

The administration is conducting a study of transportation policy in accord- 
ance with the directive of the President to the Secretary of Commerce in the 
annual budget message dated January 19, 1959. As this study progresses the 
Department may have further views of the appropriate criteria and considera- 
tions to apply to this problem. 

Because H.R. 7962 provides no legislative standards for governing common 
ownership on a case-by-case basis (and because it does not deal with at least 
one important problem in the area of common ownership, air and maritime 
integration) the Department would not favor the bill. 

The Bureau of the Budget advises that it has no objection to the submittal 
of this letter to your committee. 

Sincerely yours, 


F. H. MvuELLer, 
Secretary of Commerce. 
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DEPARTMENT OF THE Army, 
Washington, D.C., October 15, 1959. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


DeaR Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H.R. 7962 
86th Congress, a bill to amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a water carrier and 
upon the issuance of certificates or approvals for engaging in such business or 
acquiring control of or an interest in another so engaged so that all modes of 
transportation may have equal opportunity. The Secretary of Defense has dele 
gated to the Department of the Army the responsibility for expressing the views 
of the Department of Defense thereon. 

The purpose of H.R. 7962, is as stated in its title. The objectives are to be 
accomplished by amending section 309(c) of the Interstate Commerce Act to 
provide that the Interstate Commerce Commission shall deny no application for 
a certificate or have any terms, conditions or limitations restricting the traffic 
to be handled, or service to be performed, or operations to be conducted to any 
applicant merely by reason of the fact that such applicant is a carrier other 
than a water carrier or a person controlled by a carrier other than a water car- 
rier or affiliated therewith. The general purpose of the bill, then, is obviously 
to permit greater freedom in the acquisition of water carrier interests by car- 
riers of other modes of transportation. The phrase used in “carriers other than 
water carriers * * *” which seems to include all carriers of other modes with- 
out exception. 

The Department of Defense has, of course, several interests in transportation 
legislation: (a) The interest of a large shipper; (%) an interest in the health 
of the United States transportation industry; and (c) in view of its reliance 
on all forms of transportation, the maximum adaptability of each to providing 
the best possible through service with the great degree of flexibility to the 
shipper. 

The proposed legislation tends to reach in the direction of supporting the 
opportunity for greater flexibility and interchangeability of services by carriers 
of different modes, and would appear to be serving the interests of the Depart- 
ment of Defense. However, comprehensive studies of the national transporta- 
tion situation are being conducted by the Department of Commerce at the request 
of the President, and by your committee in accordance with Senate Resolution 
29. It is expected that both of these studies will consider the objectives con- 
tained in the subject legislation, and also bear upon the interests of national 
defense. In view of these studies and the important contribution they may 
make to a higher degree of quality in any necessary legislation to further the 
interests of the national defense, the Department of the Army, on behalf of the 
Department of Defense, pending conclusion of the studies takes no position at 
this time on this bill. 

The fiscal effect of H.R. 7962 cannot be estimated. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
WILBer M. BRUCKER, 
Secretary of the Army. 


DXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., February 1, 1960. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letters of September 17, 
1959, requesting the views of this office with respect to H.R. 9279, to amend the 
Federal Aviation Act of 1958 to remove certain restrictions as to persons who 
may engage in the business of an air carrier and upon the issuance of certificates 
or approvals for engaging in such business or acquiring control of another en- 


' 





gage 
and | 
tions 
the 

acqu 
tion. 


by tl 
of th 


Hon 
Chai 
Hou 


aski 
tion 
the | 
for | 
so tk 


sect! 
diffe 
term 
reas 
than 
viso 


Fede 
latic 
Act 

entr: 
whet 


carr’ 





TRANSPORTATION DIVERSIFICATION 19 


gaged therein, so that all modes of transportation may have equal opportunity, 
and H.R. 9280, to amend the Interstate Commerce Act to remove certain restric- 
tions as to persons who may engage in the business of a motor carrier and upon 
the issuance of certificates or approvals for engaging in such business or 
acquiring control of another engaged therein, so that all modes of transporta- 
tion may have equal opportunity. 

The Bureau of the Budget agrees with the views presented to your committee 
by the Departments of Commerce and Justice and recommends against enactment 
of these bills. 

Sincerely yours, 
Puiu 8. HuGHEs, 
Assistant Director for Legislative Reference. 





FEDERAL AVIATION AGENCY, 
Washington, D.C., February 3, 1960. 
Hon. OREN HARRIS, 
Chaiyman, Interstate and Foreian Commerce Committee, 
House of Representatives, Washinaton, D.C. 


Deak Mr. CHAIRMAN: This is in reply to your letter of September 17, 1959, 
requesting the views of this Agency on H.R. 9279, a bill to amend the Federal 
Aviation Act of 1958 to remove certain restrictions as to persons who may en- 
gage in the business of an air carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of another engaged 
therein, so that all modes of transportation may have equal opportunity. 

H.R. 9279 would amend the Federal Aviation Act of 1958 to remove existing 
restrictions with respect to persons who may engage in the business of an air 
carrier and with respect to the issuance of certificates or approvals for engaging 
in such business or acquiring control of another engaged in such business. 

This proposal deals with economic and regulatory matters which come within 
the particular jurisdiction of the Civil Aeronautics Board. The Federal Avia- 
tion Agency, therefore, defers to the views of the Board in this matter. 

Sincerely, 
E. R. Quesapa, Administrator. 


CIvIL AERONAUTICS BOARD, 
Washington, D.C., October 12, 1959. 
Hon. OREN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: This is in reply to your letter of September 17, 1959, 
asking the Board for comments on H.R. 9279, a bill to amend the Federal Avia- 
tion Act of 1958 to remove certain restrictions as to persons who may engage in 
the business of an air carrier and upon the issuance of certificates or approvals 
for engaging in such business or acquiring control of another engaged therein, 
so that all modes of transportation may have equal opportunity. 

H.R. 9279 contains two separate and distinct provisions. The first adds a new 
section to title IV providing that in any proceeding under title IV no special or 
different standards, requirements, or burden of proof shall be applied, and no 
terms, conditions, or limitations shall be attached or prescribed merely by 
reason of the fact that a person affected by the proceeding is a carrier other 
than an air carrier. The second provision repeals in its entirety the second pro- 
viso of section 408(b). 

These changes involve important departures from existing policy under the 
Federal Aviation Act. The fundamental question raised by the proposed legis- 
lation is whether the regulatory policy and safeguards of the Civil Aeronautics 
Act of 1938, as reenacted by the Federal Aviation Act of 1958, governing the 
entrance of surface carriers into air transportation should be modified or 
whether the present policy of the act should be continued. 

There are two types of cases that come before the Board in which surface 
carriers seek entrance into air transportation: 

(1) There is the case where a surface carrier undertakes to engage in- 
directly in air transport operations through a subsidiary by purchasing or 
acquiring control of an existing air carrier or by organizing a subsidiary 
of its own to engage in air transportation; and 

(2) There is the type of case where the surface carrier seeks to engage 
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directly in air transportation by applying to the Board for a certificate of 
public convenience and necessity. 

If the surface carrier adopts the first avenue of approach—that is through 
the acquisition of a subsidiary—it must obtain the approval of the Civil Aero. 
nautics Board to the proposed transaction. Section 408 of the act prescribes 
certain standards that must be considered, and certain conditions which must 
be satisfied before the Board is permitted by the law to issue its order of ap- 
proval. Thus, the Board must find upon the basis of evidence of record obtained 
in a public hearing that the proposed transaction will not be inconsistent with 
the public interest. 

The section then follows with two important provisos which set specific legal 
conditions to the granting of Board approval. The first proviso declares that 
the Board shall not approve the proposed acquisition if it would result in creat- 
ing a monopoly or monopolies and thereby restrain competition or jeopardize 
another air carrier not a party to the acquisition. 

The second proviso provides that the Board shall not grant its approval to q 
proposed acquisition of an air carrier by a surface carrier unless the Board 
finds that the proposed transaction will promote the public interest in a partieu- 
lar manner, that is, by enabling such surface carrier to use aircraft to public 
advantage in its surface transport operation and will not restrain competition. 

H.R. 9279 would repeal this second proviso in its entirety. The consequence 
would be that the existing restriction in the proviso against the right of surface 
earriers to acquire air carriers would be eliminated, thus enabling surface car- 
riers to engage in air transportation through the device of acquiring air-carrier 
subsidiaries. This would represent a radical change in governmental trans- 
portation policy and one which the Board opposes for the reasons hereinafter 
stated. 

The second type of case is one in which a surface carrier seeks to engage in 
air transportation directly rather than through a subsidiary, and applies to the 
Board for a certificate of public convenience and necessity. This proceeding 
falls not under section 408 but under section 401, which governs the issuance of 
applications of public convenience and necessity. This section does not contain 
the restrictive language quoted from the proviso of section 408, but provides 
simply that the certificate sought shall be issued if the Board finds the applicant 
to be fit, willing, and able to perform such transportation properly, and to con- 
form to the provisions of the act, and the rules, regulations, and requirements of 
the Board, and that the transportation in question is required by the public con- 
venience and necessity. The Board, in interpreting this section in connection 
with the applications of surface carriers, has held that although the restriction 
in the second proviso of section 408 cannot be considered as an automatic dis- 
qualification for the issuance of a certificate, the Board is nevertheless under a 
duty to consider all of the pertinent standards of public interest wherever they 
might appear in the act, including the policy of Congress as reflected in the 
second proviso of section 408, and that the Board should weigh that standard 
together with other statutory standards in reaching its decision. 

H.R. 9279 would provide that in any proceeding under title IV, which would 
include applications for certificates of public convenience and necessity under 
section 401, no special or different standards, requirements, or burden of proof 
shall be applied. and no terms. conditions, or limitations shall be attached or 
prescribed merely by reason of the fact that the applicant is a carrier other than 
an air carrier. 

The Board believes that the present congressional policy, which seeks the 
overall development of air transportation independent of other transportation 
interests is a sound policy and should not be abandoned. 

The provisions of the Federal Aviation Act limiting the control of air carriers 
by other forms of transportation followed the judgment of Congress in enacting 
earlier provisions to assure the respective independence of various forms of 
transportation. In the Panama Canal Act of 1912, the Motor Carrier Act of 
1935, the Civil Aeronautics Act of 1938, the Transportation Act of 1940, and the 
Federal Aviation Act of 1958, Congress announced and successively reaffirmed 
its policy of preserving the independence of the various forms of transporta- 
tion. Such legislative policy has been based upon the realization that the public 
is best served by competing forms of transportation, and that to insure competi- 
tion it is necessary to prevent unrestricted domination of one form of trans- 
portation by another. 
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If carriers are allowed to engage in other modes of transportation in a less 
restricted manner than is presently provided, we believe that the stifling of 
a real and healthy competition between the various modes of transportation will 
result. Congress, through the years, has seen fit to encourage and develop 
the national transportation policy by means of regulated independence. The 
Board believes that this successful policy should be continued. The Board, 
therefore, feels that the proposed legislation is not in the public interest and 
accordingly opposes the enactment of H.R. 9279. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
JAMES R. DURFEE, Chairman. 


THE SECRETARY OF COMMERCE, 
Washington, D.C., November 10, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deark Mr. CHAIRMAN: This is in reply to your letter of September 17, 1959, re- 
questing the views of this Department on H.R. 9279, a bill to amend the Federal 
Aviation Act of 1958 to remove certain restrictions as to persons who may en- 
gage in the business of an air carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of another engaged 
therein, so that all modes of transportation may have equal opportunity. 

Subject bill would add a section 417 to title II of the Federal Aviation Act, 
which title governs air carrier economic regulation, so as to provide that in no 
proceedings thereunder shall the Civil Aeronautics Board apply any special 
criteria or prescribe any special conditions merely by reason of the fact that a 
person affected in any such proceeding, whether an applicant or otherwise, is 
a carrier other than an air carrier or is a person controlled by a carrier other 
than an air carrier or is affiliated therewith within the meaning of section 5(6) 
of the Interstate Commerce Act. Consistent with such addition to the act, the 
bill would eliminate the present provision in section 408(b) of the act that the 
Civil Aeronautics Board shall not approve applications thereunder by common 
carriers other than air carriers relative to mergers, consolidations or acquisitions 
of control involving air carriers unless the Board finds that the proposed trans- 
action will promote the public interest by enabling such carrier other than an 
air carrier to use aircraft to public advantage in its operation and will not 
restrain competition. 

The Department of Commerce does not favor enactment of H.R. 9279. 

At present the established general policy as interpreted by the Civil Aero- 
nautics Board (see, for example, CAB Opinion and Order No. E-13045 dated 
October 3, 1958) is that air transportation shall be free of control by surface 
carriers. Such policy, in our opinion, is clearly in need of review. 

On the other hand, subject bill would, in effect, eliminate all legislative 
restraints specifically directed to surface carrier ownership in the air carrier 
field. Rail, water, and motor carrier applicants to the Board would, under the 
bill, be subject only to the ordinary statutory standards applicable to any appli- 
cant to the Civil Aeronautics Board for rights relative to the conduct of air 
transportation. 

It is the view of the Department that neither the present approach nor the 
approach proposed in H.R. 9279 necessarily represents desirable public policy for 
transportation. It would appear that public policy could best be served in the 
matter of common ownership or control of different forms of transport by pre- 
scription of appropriate standards for regulatory commissions to follow in 
reaching case-by-case determinations, rather than by regulatory legislation 
which is absoluate in nature either because of outright prohibition or because 
of complete disregard of potentially recurrent special situations of major sig- 
nificance to common carrier transportation media. 

Development of such standards would permit due recognition to be accorded 
to the special public interest problems inherent in any combinations of different 
forms of common carrier transport, while at the same time affording recognition 
to the likelihood that combined firms of two or more forms of transportation 
Services could provide, in certain circumstances and under supervised condi- 


tions, benefits considerably in excess of those to be derived from several services 
operating separately. 
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Admittedly, the development of suitable standards or guides for enactment 
into present regulatory statutes pertinent to the Nation’s transportation system 
is most difficult. The problem, per se a difficult one, is compounded by the fact 
that existing statutes assign different responsibilities to different regulatory 
agencies having differing legislative guidelines dependent not only upon the mode 
of transport and geographical areas of transportation involved but upon Goy- 
ernment assistance programs as well. 

Generally speaking, common ownership of different modes of transportation 
would appear to be a problem which should be accorded coordinated regulatory 
agency consideration with a view to balancing potential public benefits inherent 
in specific situations, on the one hand, against potential restraints of competi- 
tion and potential retardations in the proper development of particular modes 
of transport inherent in the same situations, on the other. Unfortunately, there 
is very limited knowledge or experience in specific administrative and economic 
criteria for putting such a general policy in effect. Further study of the matter 
before any legislative action thereon would therefore appear to be in order. 

The President in his budget message for the fiscal year 1960 has directed 
the Secretary of Commerce to conduct a comprehensive study of transportation 
policy and this problem will be considered. Thus it would seem appropriate to 
await the conclusions of this study before further consideration is given to 
enacting a statute with such serious implications as are inherent in H.R. 9279, 

Accordingly, the Department of Commerce recommends against enactment 
of H.R. 9279 on the basis that: (1) the problem of common ownership should 
be approached in terms of appropriate regulatory standards and procedures 
rather than outright prohibitions or license, and (2) the problem to which the 
bill is directed is a matter appropriate for consideration as part of the trans- 
portation policy studies being undertaken by the administration. 

The Bureau of the Budget advises that it has no objection to the submittal 
of this letter. 

Sincerely yours, 
Puiip A. Ray, 
Under Secretary of Commerce. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D.C., October 7, 195 


S 


Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: This is in response to your request for the views of the 
Department of Justice concerning the bill (H.R. 9279) to amend the Federal 
Aviation Act of 1958 to remove certain restrictions as to persons who may 
engage in the business of an air carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of another engaged 
therein, so that all modes of transportation may have equal opportunity. 

Section 408 of the Federal Aviation Act of 1958 relates to proceedings before 
the Civil Aeronautics Board in connection with consolidation, merger, and 
acquisition of control of air carriers. The last proviso of section 408(b) re- 
quires that where a carrier other than an air carrier seeks approval of a 
consolidation or merger with, or acquisition of control of an air carrier, the 
Board shall not enter an order of approval “unless it finds that the transaction 
proposed will promote the public interest by enabling such carrier other than 
an air carrier to use aircraft to public advantage in its operation and will not 
restrain competition.” The bill would eliminate this proviso. 

Also, the bill would add a new section to the act which would require that 
the Board apply in proceedings involving consolidation, merger, or acquisition 
“no special or different standards, requirements, or burden of proof” nor pre 
scribe “terms, conditions, or limitations * * * merely by reason of the fact that 
a person affected by such proceeding, whether as an applicant or otherwise, is a 
earrier other than an air carrier, or a person controlled by a carrier other than 
air carrier, or affiliated therewith, within the meaning of section 5(6) of the 
Interstate Commerce Act.” 

The enactment of this bill would be a serious blow to competition between 
the various types of carriers with a resulting detrimental effect on carriers 
competing with a merged carrier of the type this legislation would authorize. 
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The influence of a carrier other than an air carrier over an air carrier is 
jnvolved in the suit, pending in the U.S. District Court for the Southern District 
of New York. United States v. Pan American World Airways, Inc., et al. 

The Department is opposed to the enactment of the bill because of its potential 
harmful effect on air transportation as well as its destructive effect on competi- 
tion between the various modes of transportation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 


Washington, D.C., November 13, 1959. 
Hon. OREN HARRIS, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


DeaR Mr. CHAIRMAN: This is in response to your request for the views of the 
Department of Justice concerning the bill (H.R. 9280) to amend the Inter- 
state Commerce Act to remove certain restrictions as to persons who may 
engage in the business of a motor carrier and upon the issuance of certificates 
or approvals for engaging in such business or acquiring control of another en- 
gaged therein, so that all modes of transportation may have equal opportunity. 

Section 207(a) of the Interstate Commerce Act (49 U.S.C. 307(a)) sets forth 
the types of findings required of the Interstate Commerce Commission in issuing 
certificates of public convenience and necessity to applicants for motor common 
carrier authority. The bill would amend the section by adding a provision to 
the effect that no application for a certificate shall be denied and no terms, 
conditions or limitations shall be attached to any certificates merely by reason 
of the fact that the applicant for such certificate is a carrier other than a motor 
carrier, or a person controlled by a carrier other than a motor carrier or affiliated 
therewith. The bill would, on application by the holder thereof, be retroactive 
in its effect upon certificates issued and outstanding at the time of its enactment. 

Section 5(2)(b) of the Interstate Commerce Act (49 U.S.C. 5(2) (b)) relates 
to the types of findings the Commission must make in approving consolidations, 
mergers and acquisitions of carriers subject to the act, and contains a proviso 
to the effect that the Commission shall not approve the acquisition of a motor 
carrier by a railroad, or by any person which is controlled by a railroad or affili- 
ated therewith, unless it finds that the proposed transaction will be consistent 
with the public interest and will enable such carrier to use service by motor 
vehicle to public advantage in its operations and will not unduly restrain com- 
petition. The bill would repeal this proviso. 

The long-established and often reenacted congressional policy against per- 
mitting free and unregulated acquisition of carriers of one mode of transporta- 
tion by carriers of another mode is in accord with antitrust principles and 
policies. It is the view of this Department that the safeguards to competition 
now embodied in section 5(2)(b) of the Interstate Commerce Act, and applied 
in certification proceedings under section 207, should not be abolished. In this 
connection, it should be observed that in certification proceedings under section 
207, the Interstate Commerce Commission may grant unlimited operating rights 
to railroad-affiliated motor carriers when exceptional circumstances are pres- 
ent. American Trucking Associations, et al v. United States, et al (355 U.S. 141 
(1957) ). It would appear, therefore, that the Commission has ample authority 
to permit carriers in one mode of transportation to acquire control of carriers 
in another mode when circumstances so warrant. Additionally, Congress, after 
holding comprehensive hearings, last year enacted the Transportation Act of 
1958 (Public Law 85-625, 85th Cong., S. 3778, Aug. 12, 1958), which was designed 
to aid the railroads by providing for, among other things, loan guarantees to 
railroads, discontinuance or change of certain operations or services notwith- 
standing any State law to the contrary, and ameliorating changes in the rule of 
ratemaking in proceedings involving competition between carriers of different 
modes of transportation subject to the Interstate Commerce Act. It would seem 
wise to permit time to observe the effects of the 1958 act before considering the 
advisability of enacting legislation so clearly contrary as the instant bill to the 
principles of competition on which the national economy has long been based. 
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The Department of Justice is opposed to the enactment of the bill. 
‘The Bureau of the Budget has advised that there is no objection to the sub. 
mission of this report. 
Sincerely yours, 
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LAWRENCE E. WALSH, 
Deputy Attorney General. 


oan SECRETARY OF COMMERCE, 
ashington, D.C., February 1,1 
Hon. OBEN Harris, : 7a 
Chairman, Committee on Interstate and Foreign Commerce, 

House of Representatives, Washington, D.C. 


Dear Mr. CHarrMAN: This is in reply to your letter of September 17, 1959 
requesting the views of this Department on H.R. 9280, a bill to amend the Inter. 
state Commerce Act to remove certain restrictions as to persons who may en. 
gage in the business of a motor carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of another engaged 
therein, so that all modes of transportation may have equal opportunity. 

The subject bill would prohibit the Interstate Commerce Commission from 
denying a motor carrier certificate or permit to any applicant “* * * merely by 
reason of the fact that the applicant * * * is a carrier other than a motor 
carrier.” The bill would further repeal section 5(2)(b) of the Interstate Com- 
merce Act which limits the Commission to granting motor carrier rights to 
railroads to those cases where the rail carrier will use motor vehicle service to 
public advantage in its operations, and will not unduly restrain competition. 
This provision is the basis for the so-called key point doctrine of the Interstate 
Commerce Commission. 

The Department of Commerce does not favor the enactment of H.R. 9280. 

It is believed that the combined effect of the two provisions of H.R. 9280 
would be to remove all restrictions against common Ownership in the motor ear. 
rier field. This appears to be too extreme a policy in view of the limited knowl- 
edge and experience of the problems of common ownership. 

It would appear that the public interest would be best served with respect 
to common ownership of one form of transportation by carriers of another form 
through legislative prescription of appropriate standards for the regulatory 
commissions to follow on a case-by-case basis. The Department would not favor 
legislation with absolute provisions, either prohibitory in character or granting 
unrestrained freedom of common ownership. 

Generally, it would be expected that such regulatory standards as favored 
herein would recognize those situations where a combination of common carrier 
services by several forms of transportation would provide public benefits consid- 
erably in excess of the separate services under separate ownership of control. 
Such earrier combinations should be formed and be operated under appropriate 
regulatory supervision and on the basis of consistent criteria. It would be ex- 
pected that such combinations would not inhibit the growth and development 
of individual modes of transportation, and that competitive conditions in trans- 
port markets would be preserved. 

This Department believes that legislation governing common ownership should 
contain fairly specific requirements and standards to guide the Interstate Com- 
merce Commission. The subject bill offers no such guidance and it could well 
be interpreted as a complete license for the common ownership of rail and motor 
carriers, a policy which offers no guarantee that the public interest will be 
protected. 

This Department further believes that the common ownership problem tran- 
scends the carriers regulated by the Interstate Commerce Commission, and 
legislative proposals in this field should govern air and maritime transportation 
on the same or analogous principles as those governing domestic surface trans- 
portation. The subject bill, confined to the motor-rail sector of the problem, is 
not sufficiently comprehensive. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 


Purr A. Ray, 
Under Secretary of Commerce. 
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U.S. DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D.C., November 18, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: This is in response to your request for the views of 
the Department of Justice concerning the bill (H.R. 9281) to amend the Inter- 
state Commerce Act to remove certain restrictions as to persons who may en- 
gage in the business of a water carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of or an interest 
in another so engaged so that all modes of transportation may have equal 
opportunity. 

Section 309(c) of the Interstate Commerce Act (49 U.S.C. 909(c)), sets forth 
the types of findings the Interstate Commerce Commission must make in issu- 
ing certificates of public convenience and necessity to common carriers by water. 
The bill would add thereto a provision to the effect that no application for 
a certificate shall be denied and no terms, conditions, or limitations restricting 
the operations to be performed shall be attached to any certificate merely by rea- 
son of the fact that the applicant is a carrier other than a water carrier or a 
person controlled by a carrier other than a water carrier or affiliated therewith. 

Section 5(14) of the act (49 U.S.C. 5(14)), makes it unlawful for any rail- 
road, pipeline company, express company, or sleeping car company, or any person 
controlling, controlled by, or under common control with such a carrier, to own, 
lease, operate, control, or have any interest in any common carrier by water op- 
erated through the Panama Canal or elsewhere with which such carrier does 
or may compete for traffic or any vessel carrying freight or passengers upon 
said water route or elsewhere with which said railroad or other carrier does 
or may compete for traffic. The bill would delete the words “or elsewhere” 
(italicized above), so that the section would apply only to common carriers by 
water operating through the Panama Canal. 

Section 5(15) of the act (49 U.S.C. 5(15) ), confers on the Interstate Commerce 
Commission jurisdiction to determine questions of fact arising under section 
5(14), as to competition or the possibility of competition, on application of any 
railroad or other carrier, and provides that such application may pray for an 
order permitting the continuance of any vessel or vessels already in operation, or 
may pray for an order under the provisions of section 5(16). The bill would 
delete the italicized language. 

Section 5(16) of the act (49 U.S.C. 5(16)) confers on the Interstate Com- 
merce Commisison, notwithstanding the provisions of section 5(14), power to 
authorize any railroad, pipeline company, express company, or sleeping-car 
company, to own, lease, operate, or have or acquire an interest in, a common 
carrier by water or vessel, not operated through the Panama Canal, with which 
the applicant does or may compete for traffic, if the Commission shall find that 
the transaction will not prevent such common carrier by water or vessel from 
being operated in the interest of the public and with advantage to the convenience 
and commerce of the people, and that it will not exclude, prevent, or reduce com- 
petition on the route by water under consideration. The bill would repeal sec- 
tion 5(16). 

The purpose of the bill is to remove certain restrictions on the acquisition of 
control of, and operation of, water common carriers and vessels, other than those 
operated through the Panama Canal, by railroads, pipeline companies, express 
companies, and sleeping-car companies, and persons affiliated with any of the 
foregoing. 

The long-established and often reenacted congressional policy against permit- 
ting free and unregulated acquisition of carriers of one mode of transportation by 
carriers of another mode is in accord with antitrust principles and policies. It is 
the view of this Depaortment that the safeguards to competition now embodied 
in sections 5(14), 5(15), and 5(16) of the Interstate Commerce Act, and applied 
in certification proceedings under section 309, should not be removed. Accord- 
ingly, the Department of Justice is opposed to the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 
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Mr. Witu1AMs (continuing). Our first witness this morning is our 
colleague from Texas, the Honorable Walter Rogers, who is the 
author of several of these bills before the committee. 


STATEMENT OF HON. WALTER ROGERS, A REPRESENTATIVE Iy 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Rocrrs of Texas. Mr. Chairman, off the record. 

(Discusion off the record.) 

Mr. Wiiu1aMs. Proceed. 

Mr. Rocers of Texas. Mr. Chairman, under existing Federal stat- 
utes as they have been construed by the Interstate Commerce Commis- 
sion and the Civil Aeronautics Board (upheld in general by the 
courts), there are many handicaps and special restrictions that come 
into play when one form of transport seeks to engage in transportation 
by hittin form. Some of the conditions that must be met are so 
stringent, indeed, as virtually to constitute prohibitions. 

As I understand it, railroads are largely restrained from entry into 
normal highway operations and operations on the waterways, while 
all forms of surface transportation (motor trucking companies, rail- 
roads, and barge lines and other water carriers) are for all practical 
purposes effectively precluded altogether from entry into air opera- 
tions. 

I am appearing before your subcommittee to urge your favorable 
consideration of three bills that I introduced on June 24, 1959. Those 
bills are H.R. 7960, H.R. 7961, and H.R. 7962. In the order named 
they deal, respectively, with the matter of other carriers’ rights to 
engage in transportation by motor carrier, by air carrier, and by water 
carrier. 

These three bills, I might say, are in all substantial respects identi- 
cal with three bills later introduced during the first session of this 
Congress by our colleague, Mr. Bennett of Michigan (H.R. 9279, 
H.R. 9280, and H.R. 9281). 

Now, the purpose of my bills, and those introduced by Mr. Bennett, 
as I understand, is to remove from the law the artificially restrictive 
conditions that have grown up largely as a result of administrative 
construction of the law by the Interstate Commerce Commission and 
the Civil Aeronautics Board. 

The artificially restrictive conditions to which I refer are those 
that come into play when a railroad, for example, seeks to obtain 
trucking rights either by way of filing an application with the Inter- 
state Commerce Commission to institute a new trucking operation or 
by seeking necessary authority from the Interstate Commerce Com- 
mission for the acquisition of an existing trucking company. 

I believe that enactment of these bills would be in the interest of 
all transportation and in the general public interest as well. 

You may have noted that these bills I introduced were shown to 
have been introduced “by request,” and I ought to make some ex- 
planation about that. 

Over a long period of time I have been receiving letters and other 
communications from shippers; that is, from users of the various 
forms of transportation, not only those located in my own district 
in Texas but from shippers and users of transportation all over the 
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country. These letters and other communications demonstrated, and 
coitinue to demonstrate, to me that the users of our transportation 
services feel quite strongly that the Congress should take steps to 
allow common orereD and operation of transport facilities of 
different kinds so that the existing artificial barriers to the rendi- 
tion of fully coordinated transportation service may be broken down. 

Mr. Chairman, I have brought along with me a number of the let- 
ters to which I have referred. Now, this file is very voluminous, Mr. 
Chairman, and I would ask unanimous consent that the record in- 
clude at.this point several of the letters that would be representative, 
say, four or five or six, and that the remainder of these letters be 
made a part of the files so that they will be available to the committee 
if they want it. “' 

Mr. Wuu1ams. Do I understand it is not your desire to place all 
of these letters in the record, merely several of them to show—rep- 
resentative letters ? 

Mr: Rocers of Texas. That is right; and with your permis- 
sion, I would ask that the representative letters be referred to the 
chairman and the ranking minority member for their approval before 
inclusion in the record. 

Mr. Witu1aMs. For the sake of the record, do you think five would 
be sufficient ? 

Mr. Rogers of Texas. Well 

Mr. Witurams. How many would you like to include? We do not 
want to build the record up too much. 

Mr. Rogers of Texas. Yes. I think perhaps 5—could we have 10 
or less for the unanimous-consent request and then whatever the chair- 
man and the ranking minority member decide upon? 

Mr. WiuxiaMs. I think that is a reasonable request, and if there is 
no objection, the gentleman will be permitted to insert 10 or less for 
the record and we will accept the others for our file. 

Mr. Rocers of Texas. Thank you, Mr. Chairman. 

(The letters referred to are as follows :) 





UNcLe BeEn’s, INc., 


Houston, Tex., May 11, 1959. 
Hon. WALTER RoGERs, 


House of Representatives, Washington, D.C. 


Deak Mr. Rocers: Recently there have been several movements initiated to 
permit the railroads to offer a new transportation service to shippers, such 
proposed service having been nicknamed ‘one package transportation.” 

Needless to say as an interested shipper, I am very much in favor of any 
legislation which would allow the rail carriers more freedom in offering im- 
proved service, and I certainly feel that if they were free to coordinate rail, 
truck, water, and air into such a service, the results would be extremely beneficial 
to the individual shippers and to the economic welfare of the entire Nation. 

The field of transportation is so highly competitive that I have no fear of 
monopoly, even if the rail carriers are permitted to own and operate the other 
forms of transportation mentioned above. Your consideration and support of 
such legislation is earnestly solicited 

Sincerely yours, 


J. L. BERGEN, 
Service Director. 
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CLEVELAND Union Stock Yarps Co,, 
Cleveland, Ohio, June 16, 1959. 
Hon, WALTER ROGERS, 
House of Representatives, Washington, D.C. 


Dear Sir: The railroads of our country have been taking it on the chin for 
many years. 

Fortunately for the American people, they have been ‘able to stand up unde 
the punishment, One hesitates to think what would happen to our economy if 
they were pushed out of the picture. A strong system of railways igs one of the 
greatest assets this Nation can own. 

Bills are to be introduced removing laws which prohibit railroads from ep. 
gaging in other forms of transportation. We strongly urge support of such bills, 

The carriers should be given every possible help to make them efficient ‘in the 
field of transportation. .By doing so their companies. will not only be strength. 
ened, but in turn they will assist in strengthening our economy, which will] be 
particularly valuable in the event of war. 

Yours faithfully, 
PHILIP H. Coap: 


PEOPLES NATIONAL BANK, 
Tyler, Tex., May 18, 1959. 
Hon. WALTER ROGERS, 
Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Rogers: I understand that you are making a study of 
railroad transportation as it is affected by the change in modes of transportation. 

We are living in a very rapidly changing economy. Transportation has not 
been an exception to this change, in fact to my judgment the use of trucks, 
barges, and airlines has caused much concern in our railroad transportation and 
affected the capital structure of these companies to a point of danger. 

Since our railroad managements are experts in transportation, it would seem 
to me logical for them to be permitted to engage in truck, airline, or barge 
service. They have the organization and the know-how and I think should be 
given some consideration by our Congress. 

It is my understanding that you are making a study with the idea of in- 
troducing legislation to help correct this situation. I want you to know that 
I thoroughly endorse this move. 

Sincerely yours, 
Witton J. DANIEL, President. 


BERLIN, W1s., June 18, 1959. 
Representative WALTER ROGERS, 
House Office Building, Washington, D.C. 

Dear Sir: Free enterprise is a great American heritage, the American rail- 
roads probably have done more to build America than any great Presidents we 
ever knew. 

I firmly believe that in all fairness to the railroads they should be given the 
right to transport merchandise any way they see fit, whether by air, land, or 
water. 

The American railroads never asked anyone to build highways to move their 
freight on. And even though:the movement of freight by rail has decreased due 
to competition by other means of transportation, the railroads still continue to 
keep up their own rail system to travel on, and pay heavy taxes on cars, tracks, 
equipment, ete. 

If the first railroad was prohibited from laying tracks and hauling freight to 
open up the great West, do you think America would have progressed as it did? 
I don’t. If a company has the ambition to go forward why should anyone hold 
them back by restricting them to one mode of transportation? 

Please think this matter over very conscientiously and then act accordingly. 
I am sure the railroads will be very happy to transport by air, land, and water. 

Sincerely yours, 


Howarp R. BARNES. 
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AMERICAN-STANDARD, 
PLUMBING AND HEATING “DIvision, 
Pittsburgh, Pa., July 2, 1959. 
. WALTER ROGERS, 
oa of Representatives, Washington, D.C. 

Deak Str: Reference is made to the bills introduced by Senator Butler 
(S. 1358, S. 1354, and S. 1355) designed to amend existing laws to remove certain 
restrictions under the Interstate Commerce Act and the Civil Aeronautics Act as 
to persons who may engage in the business of a motor, air, or water carrier. — 

We feel the shipping public would benefit by transport divers. fication which 
would make it possible to elimintae unnecessary duplication of facilities and 
would result in improved service and lower cost. As such diversification appears 
to be in the public interest, we urge favorable consideration of these bills or of 
siniilar legislation to accomplish the same ends. 

ince y yours 
ee P. M. GisH. 





San Luis VALLEY PoTrato ADMINISTRATIVE COMMITTEE, 
Monte Vista, Colo., June 10, 1959. 
Representative WALTER Rocers, 
House of Representatives, Washington, D.C. 

Dear REPRESENTATIVE RoGers: We are advised that hearings on Senate bills 
1358, 8. 1354, and 8. 1355 will be held before the Senate Committee on Interstate 
and Foreign Commerce June 23-25. This legislation we understand to be 
concerned with permitting of a greater diversity to the railroads in allowing them 
to engage in other modes of transportation. 

This committee, speaking for one of the major areas of potato production, is 
well aware of the importance of transportation to our local industry. Any 
improvement is of vital concern not only to our growers but eventually to the 
consumer. 

We ask your interest in the legislation mentioned above for this reason. 

Very truly yours, 
Wes ALLIson, Manager. 


OREGON RAILROAD CoM MITTEE, 
Astoria, Oreg., June 3, 1959. 
Hon. WALTER C. RoGERs, 
Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Deak REPRESENTATIVE RoGers: As chairman of our local Railroad Employees’ 
Committee, I am forwarding to you copies of statements we have secured from 
the businessmen in our locality in support of legislation which should be intro- 
duced in the House of Representatives similar to that which has been introduced 
inthe U.S. Senate in S. 1353, S. 1354, and S. 1355. 

We believe that these statements are indicative of the feeling in our community 
for a strong, efficient transportation system based upon a diversity of ownership. 
The railroads should be free, as are other transportation agencies, to acquire 
and operate a complete transportation system. 

Sincerely yours, 


Roy C. BAKER. 





WESTERN Foop Propucts Co., INc., 


Hutchinson, Kans., June 16, 1959. 
Representative WALTER Rocers, 


House Office Building, Washington, D.C. 


DEAR REPRESENTATIVE Rocers: It is my understanding U.S. Senate bills S. 1353. 
8. 1354, and S. 1355, providing for transportation diversification, are now sched: 
uled for hearing before the Senate Committee on Interstate and Foreign Com- 
merce the latter part of June. 

As a shipper and receiver, I am naturally concerned with fast, economical, and 
efficient freight handling’ via whatever method, or combination of methods, or 
transportation best accomplishes this end. By removing present restrictions and 
permitting one form of transportation to enter any and all other forms of trans- 
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portation, which I understand is the purpose of these bills, I believe the ship 
public would be: greatly. benefited through the resulting “one package” trans. 
portation; therefore, I strongly urge passage of Senate bills S. 1353, s. 1354, 
and S. 1355. 

Yours very truly, 
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W. H. Bensenenr, 


Tipy House Propucts Co., 
Shenandoah, Iowa, June 12, 1959, 
Senate bills S. 1353, S. 1854, S. 1355 
Representative WALTER ROGERS, 
House Office Building, Washington, D.C. 


Deak Sr: Tidy House Products Co., with manufacturing plants in Omaha, 
Nebr., Shenandoah, Iowa, and Malta, Ohio, is a member of the National Indus. 
trial Traffic League and a member of the U.S. Chamber of Commerce. 

Although these two organizations are on record in full support of the above. 
numbered bills which will come up shortly for hearings, nevertheless we fee] 
that the benefits which the adoption of these bills will bring to the shipping 
public and the ultimate consumers are so great that we are taking this independ. 
ent means in order to stress this importance. 

It has been and will continue to be an impossible task to secure the co. 
ordinated services and through rates of the various modes of transportation 
which alone can accomplish economy of operation and utmost in service, By 
approving this proposed legislation, a complete transportation service will be 
available to the public at a reasonable cost. 

The argument of opponents that approval would lead to a railroad monopoly 
has no basis in fact. 

The railroads would still be subject to the ICC regulations and would have to 
justify any new authority desired. 

In my opinion private carriage which carries considerable weight in the 
transportation picture today would act as an effective stabilizer. 

Thanking you for your assistance in securing approval of the subject 
measures. 

Yours very truly, 
JOHN J. CHAPURAN, 
General Traffic Manager, 


PEERLESS PAcIrFic Co., 
Portland, Oreg., July 9, 1959. 
Hon. WALTER E. ROGERS, 
Committee on Interstate and Foreign Commerce, 
Washington, D.C. 


Dear Sir: One of the high-cost factors in the merchandise we now handle 
is the transportation factor which has increased during the time our company 
started in business (1910) approximately 400 percent up to 1959. 

In looking over the picture portraying the various freight rates, one thing 
seems to stand out sharply, that is the inability of the railroads to meet the 
competition brought about by the restriction imposed on them by various regula- 
tory bodies. 

The trunklines seem to be able to adjust their rates to suit conditions which 
confront them and the same thing could be said of the airlines and steamship 
companies. 

The steamship companies, along with the railroads, have plenty of trouble 
with tough labor conditions and the airlines have been experiencing the same 
trouble lately, but these airlines and steamship lines seem to be able, in most 
cases, to adjust themselves to conditions and hold their own. 

The railroads, on the other hand, do not seem to get the necessary powers 
from the ICC and other regulatory bodies to meet the competitive conditions 
created by their competitors, and we suggest that you look into this matter 
and see if you can support legislation that will give the railroads equal oppor 
tunity and thereby benefit their shippers in lower rates resulting therefrom. 

Would like to see that this is made a part of the record. 

Yours very truly, 


W. S. Basson, Treasurer. 
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Mr. Rocers of Texas. In concluding, I want to say that I recognize 
fully that adequate control must be maintained over the right of 
anyone to engage In any form of regulated transportation, whether 
the person seeking to engage in that form of transportation is already 
ina transportation business of some kind or not. ‘The bills before you 

reserve that control, for while their purpose is to afford an oppor- 
tunity for any form of transportation to engage in another form of 
transportation, they would in no way relax existing requirements of 
jaw—applicable to all—that a certificate of public convenience and 
necessity or an approval of acquisition, control, or merger, as the case 
may be, must be obtained from the appropriate governmental 
authority. 

I urge your favorable consideration of these measures. 

Thank you, Mr. Chairman. 

Mr. Wituiams. Thank you very much, Mr. Rogers. 

Mr. Collier. 

Mr. Cotxrer. No questions. 

Mr. Wini1ams. Thank you very much. 

Mr. Rogers of Texas. Thank you very much, Mr. Chairman. 

Mr. Witxtrams. We will now hear our colleague Hon. John D. Ben- 
nett of Michigan, who is the author of several of these bills, along with 
Congressman Rogers. 


STATEMENT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Bennett. Mr. Chairman, I appear in support of three measures 
that I introduced during the Ist session of this 86th Congress and 
that, along with three similar bills introduced by Congressman Rogers, 
of Texas, are the subject of these hearings. The bills to which I 
refer are H.R. 9279, H.R. 9280, and H.R. 9281. Mr. Rogers’ bills 
arenumbered H.R. 7960, H.R. 7961, and H.R. 7962. 

These bills are designed to afford opportunity for a greater degree 
of diversification in the transportation industry than has been ac- 
complished to date or than is possible under present regulatory laws 
as they have been construed by the Federal agencies charged with 
regulation of the various segments of the transportation industry. 
Specifically, the bills would amend the Interstate Commerce Act and 
the Federal Aviation Act of 1958—formerly the Civil Aeronautics Act 
of 1988—in such a way as to remove certain obstacles that have stood, 
and continue to stand, in the way of certain forms of transportation 
when they seek to engage in or combine under common ownership 
with some other form of transportation. 

As it is now, railroad companies, truck companies, and water carrier 
companies have, for all practical purposes, no opportunity at all to 
enter the field of air operations. Railroads, while they do have some 
trucking operations and from time to time are granted authority 
for other highway movements, are generally so hedged about and 
hampered with artificial conditions and limitations upon their use of 
motor vehicles over the highway that in the ordinary case—even when 
7 do have motor carrier operating authority—they are unable to 
reall 


ze the full potential of trucking or the full potential of coordi- 
nated rail-truck service. 
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As a result of the various conditions and restrictions that are ap- 
plied to railroads in their use of motor vehicles, inefficiencies and waste 
cannot be avoided. That this situation prevails operates not only to 
the detriment of the railroads but also to the detriment of their 
patrons and of the whole shipping community, the public generally, 
and the entire economy. 

When it comes to railroad entry into the field of operations that are 
waterborne, again special and artificial restrictions are imposed by 
law. Just as in the case of the highway field, these restrictions and 
special conditions have a stifling effect. 

I have noticed, as I am sure you have, that diversification is the 
“order of the day” in industry. Through diversifying their interests 
and activities, industrial corporations generally have been able to 
strengthen themselves, avail themselves of rapidly developing techno- 
logical advances and, in a sense, self-insure themselves against failure 
or obsolescence in any one individual activity or operation. This has 
been helpful not only to industry; it has had a most salutary effect 
on the national economy and, I might perhaps add, on the national 
defense. 

I think all of us would agree that the railroads of this country are 
a very strong bulwark in, and indeed a most indispensable part of, 
both our economy and our defense. That being so, it seems only 
reasonable that railroads—along with all other forms of transporta- 
tion—ought to be afforded the opportunity, under adequate and legal 
safeguards, to diversify their operations at least within the transpor- 
tation field. I, for one, have a strong feeling that this is the one 
way that our railroads can be given an opportunity to work their way 
out of their present difficulties. 

I said that adequate legal safeguards ought to be provided or main- 
tained in connection with any broader freedom for the various forms 
of transportation to own and operate other forms of transportation. I 
believe that the bills I have introduced are wholly adequate to protect 
the public interest in this regard and, indeed, to protect the interests 
of all of the shippers and all of the forms of transportation involved. 
Under these bills, any form of transportation seeking to engage in 
another form of Saguleted transportation would first have to obtain— 
just like everybody else does—operating authority or approval in 
terms of public convenience and necessity, and of the public interest, 
from the regulatory agency of Government charged with responsibility 
in the particular field. 

It may be that the bills I have introduced could be improved upon 
or perfected in one way or another. But, I do urge upon you that 
your subcommittee give its serious and favorable consideration to the 
endorsement of legislation of at least this general character. 

Mr. WitttaMs. Are there any questions? If not, we appreciate your 
testimony, Mr. Bennett. 

Mr. Bennett. Thank you, Mr. Chairman. 

Mr. Wiu1aMs. Our next witness is our colleague from the State 
of Washington, the Honorable Walt Horan. Mr. Horan, we will 
be glad to hear you at this time. 
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_STATEMENT OF HON. WALT HORAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Horan. Mr. Chairman, I appreciate this opportunity to present 
my views on H.R. 7960 and H.R. 9279 which you are considering to- 
day. The Fifth Congressional District of Washington State which I 
have the honor of representing in the U.S. House of Representatives, 
includes perhaps the finest deciduous fruit area in our Nation. My 
hometown of Wenatchee, Wash., for example, is commonly referred 
to as the “Apple Capital of the World.” 

The growers of this area work hard to raise good fruit and they 
want their fruit to remain good when it reaches the grocery store 
shelves. Thus, they have always been very conscientious in employ- 
ing the most expeditious and economical means of placing the fruit on 
the consumer market. 

Growers and shippers in our Pacific Northwest, who are geographic- 
ally remote from the markets, feel that the measures before you today 
would provide more eflicient service than is now available under pres- 
ent laws. 

Mr. Martin A. Foster, secretary of the Northwest Horticultural 
Council, has explained the advantages which would result from this 
legislation in his statement. Therefore, I will not take the com- 
mittee’s time to amplify these points. Suffice it to say, I am hopeful 
the committee will give their most expeditious and favorable consider- 
ation to this much-needed legislation. 

In closing, I want to commend this committee for their efforts in 
helping to better the transportation industry of America. 

Mr. Witi1AMs. We appreciate your appearance and testimony, Mr. 
Horan. 

Mr. Horan. Thank you, Mr. Chairman. 

Mr. Wit11aMs. The next witness is the Honorable John H. Win- 
chell, Chairman of the Interstate Commerce Commission. 

Mr. Chairman, I believe you have a prepared statement, and the com- 
mittee will be very happy to hear you, sir. 


STATEMENT OF HON. JOHN H. WINCHELL, CHAIRMAN, INTER- 
STATE COMMERCE COMMISSION 


Mr. Wincnetx. Mr. Chairman and members of the subcommittee, 
my name is.John H. Winchell. I am the present Chairman of the In- 
terstate Commerce Commission and have served in that capacity since 
January 1 of this year. 

I am appearing here today to testify on the Commission’s behalf on 
bills H.R. 7960, H.R. 7961, and H.R. 7962. These three measures, 
taken together, constitute a legislative plan to permit by law any car- 
rier, otherwise qualified, to own, control, and operate various other 
forms of service : rail, motor, water, and air. 

With your permission, Mr. Chairman, I shall discuss these bills in 
their numerical order. 

H.R. 7960 


This measure is designed to amend two separate sections of the 
Interstate Commercé Act; The first clause of the bill would amend 
section 5(2)(b) of the act, which relates to proposed unifications and 
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acquisitions ef control. It would eliminate the proviso which pro- 
hibits the Commission from approving a proposed transaction inyoly. 
ing a motor carrier, where a railroad or railroad affiliate is the appli- 
cant, unless it is found that the transaction— 

will be consistent with the public interest and will enable such carrier to use 
service by motor yehicle to public advantage in its operations and will not un- 
duly restrain competition. 

The second clause of the bill would amend section 207(a) of the act, 
It would add to this section a new sentence prohibiting the Commis. 
sion from denying an application for a certificate to operate as a motor 
carrier merely because the applicant is a carrier other than a motor 
carrier, or a person pontrolled: b y, or affiliated with, a carrier other than 
a motor carrier. 

This clause would also prevent the Commission, merely for this rea- 
son, from attaching to any such certificate terms conditions, or limita- 
tions restricting the traffic to be handled, the service to be performed, 
or the operations to be conducted. In addition, the Commission would 
be required, upon application of the holder, to modify outstanding 
certificates in conformity with the new provisions. 

The repeal of the proviso at the end of section 5(2)(b) would, of 
course, have the effect of subjecting those transactions in which a rail- 
road seeks to acquire control of a motor carrier to the same standard 
of proof that is applicable to nonrailroad applicants, as also provided 
in section 5(2) (b). 

The standard there prescribed is that the proposed transaction will 
be consistent with the public interest and that the terms and conditions 
of the transaction, with such modifications as the Commission may re- 
quire, will be just and reasonable. 

In other words, the Commission, in a railroad, or railroad affiliate 
proceeding, would no longer be required to make the additional find- 
ing that— 
the transaction * * * will enable such carrier to use service by motor vehicle 
to public advantage in its (the railroad’s) operations and will not unduly re 
strain competition. 

The Commission’s application of section 207(a) of the act, which 
clause (2) of the bill would amend, in proceedings instituted by rail- 
roads to obtain motor common carrier certificates was discussed in 
Rock Island Motor Transit Co., Com. Car. Application, 63 MCC 91. 
There the Commission, in reviewing its authority to impose “auxil- 
lary and supplemental service” restrictions on certificates issued to 
such applicants, pointed out that its statutory authority to impose 
terms and conditions under section 207 is derived from section 208 of 
the act. 

It also pointed out that it had always construed sections 207 and 
208, in the light of the national transportation policy, as requiring, 
where circumstances warranted, the imposition of restrictions. on 
certificates issued motor carrier subsidiaries of railroads. Where 
circumstances did not warrant the imposition of such restrictions, 
the Commission has issued certificates subject to a reservation to 
impose, in the future, any limitations, restrictions, or modifications 
that may appear necessary. tM 

In some instances, certificates have been issued without restrictions 
and even without a reservation of this type. The purpose of such 
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restrictions, as stated in the Rock Island case, is to prevent railroads 
from acquiring motor operations through affiliates and then using 
them in' such manner as to unduly restrain competition of inde- 
pendently operated motor carriers. _ Dy 

The power of the Commission to impose “auxiliary and supple- 
mental service” restrictions in such an application proceeding under 
section 207 was sustained by the Supreme Court in United States v. 
Tewas & Pac. Co. (340 U.S. 450). 

Similarly, the Commission’s power under that section to issue 
unrestricted motor carrier certificates to railroad affiliates under spe- 
cial circumstances was upheld by the Supreme Court in American 
Trucking Assns. v. United States (355 U.S. 141). 

The enactment of clause (2) of H.R. 7960 would, we feel, require 
broad reexamination of the application of section 207(a). The pro- 
visions of this clause are not limited to applications filed by railroads 
or by railroad affiliates. They also apply to applications of other 
carriers, such as eXpress companies, private carriers, water carriers, 
air carriers, and freight forwarders. 

Among the conditions which we could no longer impose would be 
those requiring private carriers to conduct for-hire operations sepa- 
rately from other activities, including separate accounts and separate 
use of vehicles. 

Moreover, the enactment of clause (2) of the bill also appears to 
us to bring section 207(a) into conflict with section 411(a)(1) of 
the act, which makes it unlawful for a freight forwarder to acquire 
control of a carrier subject to part II of the act. 

The second clause of this bill would also require the Commission, 
upon application, to remove conditions or limitations of the nature 
in question from certificates previously issued. Some of the out- 
standing certificates now held by railroads which are restricted to 
service auxiliary to and supplemental of rail service were issued 
under section 207 upon the showing of a need for the particular kind 
of service, notwithstanding the adequacy of existing motor carrier 
service of the ordinary kind unrelated to rail service. 

This provision would, therefore, result in enlarging the operating 
rights evidenced by such certificates without any showing of public 
convenience and necessity as now required by section 207. This would 
be so irrespective of the impact upon competing motor carriers. 


H.R. 7961 


H.R. 7961 would amend the Federal Aviation Act of 1958 to re- 
move certain restrictions against carriers other than air carriers, or 
persons affiliated with carriers other than air carriers, from engaging 
in the business of an air carrier. This bill, as I have indicated, is 
also a part of the overall plan to permit, through legislation, any 
carrier to own, operate, and control other forms of service. 

Except to a limited extent with respect to the establishment of 
through routes and joint rates between air carriers and carriers sub- 
ject to the Interstate Commerce Act, the Interstate Commerce Com- 
mission exercises: no jurisdiction under the Federal Aviation Act af- 
ecting air carriers. We are not, therefore, in a position to offer any 
helpful comments with respect to air carriers, other than such general 
observations as may also be applicable to such carriers. 
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H.R. 7962 


The purpose of this measure is to bring common carriers by water 
within the Fora ca of the overall plan embodied in the three bills 
under consideration. 

The first section of this proposal would amend section 309(c) of the 
Interstate Commerce Act so as to prohibit the Commission from deny. 
ing an application for a certificate to operate as a. common carrier 
by water, or from attaching terms, conditions, and limitations te. 
stricting traffic to be handled, service to be performed, or operations 
to be conducted, merely because the applicant is a carrier other than 
a water carrier, or a person sontnolled: y or affiliated with a carrier 
other than a water carrier. 

If upon issuance of the certificate, acquisition of control of the 
water carrier were ene in a transaction within the scope of 
section 5(2)(a) of the act, the provisions of that section requiring 
the approval of the Commission would be applicable. ) 

Similarly, if the applicant were a noncarrier controlled by, or 
affiliated with, another carrier (except a freight forwarder) approval 
under section 5 would be required before the certificate could be issued. 
Section 1 of the bill apparently would not affect jurisdiction under 
section 5, but it might well limit the matters which the Commission 
could consider in deciding such applications. 

It should also be noted that section 411(a)(1) makes it unlawful 
for a freight forwarder to acquire control of a railroad, a motor car- 
rier, or a water carrier, yet section 1 of the bill would appear to sane- 
tion such control. 

Sections 2, 3, and 4 of the bill would amend paragraphs (14) and 
(15), and would repeal paragraph (16) of section 5 of the act. These 
paragraphs were originally added to section 5 by what is known as 
the Panama Canal Act of August 24,1912. The purposes were, first, 
to prevent the routes through the canal, then nearing completion, 
from coming under the domination of competing railroads, and, see- 
ondly, to disassociate waterlines “elsewhere” from such domination, 
except where it was shown that they were operated in the best inter- 
ests of the public and not used by the railroads to stifle competition. 
(See Lake Lins Applications under Panama Canal Act, 33 ICC 700.) 

The proposed legislation would retain the prohibitions of section 
5(14) as to the canal routes and eliminate those applicable to waters 
“elsewhere.” If these prohibitions are no longer necessary as to routes 
not through. the canal, particularly routes through the St. Lawrence 
Seaway, we are not aware of any reason for retaining the prohibitions 
relating to the canal routes. 

The elimination of the prohibitions in section 5(14) would not 
cause the situation to revert entirely to that which existed before the 
Panama Canal Act. was passed, since acquisitions of control of water 
carriers subject to part IIT of the act by other carriers—except freight 
forwarders—now require the approval of the Commission under sec- 
tion 5(2). 

However, section 5(2) is not applicable to acquisitions by a railroad 
of control of water carriers not eat to part. 11J—including car- 
riers operating from a place in one State to a place in another State 


which are specifically exempt under section 303, and carriers operating 
from a place in the United States to a place in a foreign country. 
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Nor is section 5(2) applicable to the acquisition of an interest in a 
carrier subject to part ITT not amounting to control within the mean- 
ing of that term as used in section 5(2), or to the acquisition of an 
interest in “any vessel carrying freight or passengers through the 
Panama Canal or elsewhere with which the railroad does or may 
compete for traffic.” 

Thus, under sections 2, 3, and 4 of H.R. 7962, the only restraint upon 
railroad acquisitions of such control or interests would be by way of 
such restraints as are imposed by the antitrust laws. 

Qur attention has not been called to any undue burden imposed upon 
the railroads by the existing provisions of paragraphs (14), (15), and 
(16) of section 5, or of any situation contrary to the public interest 
which has been brought about by the existence of those provisions. 

Actually, in recent years, the railroads have demonstrated little 
interest in making acquisitions within the purview of such provisions, 
as evidenced by the fact that very few applications have been filed 
under them. This is true even though the Commission is authorized, 
except in respect of carriers or vessels operating through the Panama 
Canal, to permit such an acquisition upon a showing that it— 
will not prevent such common carrier by water or vessel from being operated 
in the interest of the public and with advantage to the convenience and commerce 
of the people, and that it will not exclude, prevent, or reduce competition on the 
route by water under consideration. 

As I have said, except for carriers or vessels operating through the 
Panama Canal, the railroads are afforded a means of effectuating 
transactions of the nature in question, when they are shown, in effect, 
to be compatible with the public interest. 

Advocates of the overall plan embraced in these three proposals 
point to the many advantages which would flow from flexible routing 
and single lading shipments, as well as the greater efficiency and econo- 
mies, to be realized from central control of the various methods of 
carriage within single systems. They compare this with the duplica- 
tion of expense and functions involved in maintaining separate and 
independent managements, and the wasteful practices which presently 
exist when independent carriers of the various modes are engaged in 
keen competition. 

On the other hand, one of the arguments most frequently heard 
against permitting such integration is that the stronger mode inter- 
ested in furthering a particular form of transportation might attempt 
to strangle other modes and create a monopoly for the mode of its 
choice. We believe that the force and weight of this argument un- 
doubtedly was much greater while certain modes were in their infancy. 
The extent to which it may apply under today’s conditions would be 
one of conjecture. Considering the present-day strength of the vari- 
ous modes and the fact that the Commission was created for the pur- 
pose of protecting the public interest in a stable and enduring trans- 
portation system, the force of this argument may well be subject 
to question. 

In any event, attention is invited to the fact that the Commission 
has heretofore neither supported nor opposed such a change in the 
law. In 1958, former Chairman Freas, testifying on the Commission’s 
behalf before the Surface Transportation Subcommittee of the Sen- 
ate Committee on Interstate and Foreign Commerce on the railroad 








38 


situation, stated with respect to the general subject of common own. 
ership of different modes of transportation as follows: 

This proposal involves extremely broad policy questions which only the Con. 
gress can resolve (transcript p. 1835). 

It is our considered view that the present and future public interest 
requires that there be made available to shippers a ready choice of al] 
modes of carriage. At the same time, there should be some workable 
method of flexibility whereby “or can utilize the various inherent 
advantages of each mode in coordinated movements of single ship- 
ments. ‘The Commission has generally been of the view that this type 
of service is needed, but we have had some reservations concerning 
the manner in which it should be brought about. 

Specifically, we have felt that during the evolutionary period while 
this type of service was being developed, efforts by independent car- 
riers to accomplish coordinated service through voluntary concurrence 
in through routes and joint rates should receive every encouragement, 
The present law, of course, permits such voluntary arrangements, and 
we believe that both the Commission and the Congress should do all 
they can to foster growth of such a trend. 

We feel that the carriers themselves have within their power the 
opportunity to demonstrate economies, efficiencies, and advantages to 
the shipping public through practical operation of voluntary coordi- 
nated systems. The expanding plans involving “piggyback,” “fishy- 
back,” and “flyaway” service, using easily interchangeable containers, 
are offering real encouragement along these lines, with the next prob- 
able development being a movement toward the standardizing of such 
containers. 

We are of the view now, as we were at the time of our previous 
testimony before the Senate subcommittee, that the issue here pre- 
sented is one of broad congressional policy. Undoubtedly, detailed 
argument for and against these proposals will be developed by in- 
dustry and shipper representatives during the course of these hear- 
ings. If, however, this proposed legislation is enacted, it might re- 
quire a restatement of the national transportation — 

Mr. Chairman, I appreciate the opportunity of appearing here to- 
day to submit our general observations on these measures. If there 
are any questions which either you or the members of the subcom- 
mittee would like to ask, I shall be happy to try to answer them. 

Mr. Wiuttams. Does that conclude your statement, sir? 

Mr. WINcHELL. Yes, sir. 

Mr. Wuu1ams. Thank you very much. 

Mr. Derounian. 

Mr. Derountan. No questions. 

Mr. Wriuiams. Mr. Harris. 

Mr. Harris. Mr. Winchell, I have observed with a great deal of 
interest your statement. I had heard this question which I believe 
you referred to as integration, and some people like to call it diversi- 
fication. 

Mr. Wrincuett. I believe it is also called coordination and de- 
partment-store type of service. % 

Mr. Harris. Well, I will take the last two, if it is all right with 
you. [Laughter.] 
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“Thave heard this quéstion argued over'a ‘long period of timex, Un- 
der present law, there is no prohibition of the Interstate Commerce 
Commission from permitting such diversified operation, is there? 

Mr. WincHett. No; not against diversified operation. 

Mr. Harris. Yes. Well, I am talking about common ownership 
of various modes. 

Mr. WINCHELL. Oh, yes; there is a prohibition against common 
ownership; that is, to the extent that it has to be shown that it is 
in the public interest, ; 

Mr. Perc. Yes, of course. Of course. All common carrier op- 
eration under the Interstate Commerce Act is based on a showing 
of the public interest. But, if the public interest can be shown, there 
is nothing in the act anywhere to prevent the Commission from ap- 
proving an application that would permit a truck to own a railroad 
ora railroad to own a truck ? 

Mr. Wincue tu. In the Rock Island case, the Supreme Court sus- 
tained the Commission when they held that they could issue a cer- 
tificate either with restrictions or without restrictions or reserve the 
right to add restrictions at a later period to a railroad owning a truck 
aidinry. 

Mr. Harrts. The Rock Island is the leading case. As of now, as 
Iunderstand it, it is the decisive case. 

Mr. Wrncuett. That is true. 

Mr. Harris. Now, if the Commission—I will ask the question 
again—if the Commission were to decide it was in the public interest, 
could it not permit a railroad to operate a truckline in connection 
with its own railroad operation ? 

Mr. WINCHELL. Yes. 

Mr. Harris. And by the same token, could it not authorize a truck 
line to own a railroad ¢ 

Mr. WINcHELL. Yes. 

Mr. Harris. In connection with its operation. 

Mr. Wincuetu. The only restriction, I believe, is on freight 
forwarders. 

Mr. Harris. Yes, that is one provision, freight forwarders having 
to do with, what, water operation; is it not? 

Mr. Wincuett. With any form of carriage, freight forwarders 
are prohibited from owning a railroad, a truckline, or a water 
carrier. 

Mr. Harris. I believe that is right. What about an airline? It 
does not prohibit it from owning an airline? 

Mr. Wincuett. That is not in the Interstate Commerce Act. 

Mr. Harris. That is true. 

Well, I am trying to boil this down as to the issue, and it is a sharp 
one and I know this committee is going to hear a lot of testimony 

ro and con on the subject, and I am trying to establish the basic 
aw now as to the present authority. It was in 1955, when I first 
started to study this entire problem, with reference to the demands 
that we have on the need and the urgency for some changes in the 
basi¢ transportation act. The whole consideration is in the interest 
of the shipper, as it should be, plus the traditional sound policy of a 
sound transportation system in this country, which is the greatest in 
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the world, and I do not.think it can be exceeded by any nation at 
all, and we all want to keep it that way. 

It was in 1955 when we first started to analyze what was then re 
ferred to as the so-called Cabinet policy report, and out of that ini- 
tiation started by this committee, and other action of the Congress, 
came to finally the Transportation Act of 1958. It takes a long time 
in matters of this kind to bring about change. 

Now we are urged on every side to do something about the pres- 
ent situation. The transportation cost has gone up, and the people 
of the country have a right to be concerned. The Cinpntintan right- 
fully is concerned, because I think you will find that the transporta- 
tion cost has been going higher and higher and much more than any 
other part of the cost of living, it seems to me. 

Now we have been told that in some of these regulatory agencies 
having to do with transportation, that there are certain ideas that 
were proposed 20, 25, 35 years ago, which were appropriate and neces- 
sary at that time that are still followed by some in trying to meet 
today’s needs. 

As you know, Mr. Chairman, from your service on this great Com- 
mission, and others of your colleagues I see sitting there with you, 
know that the act itself is supposed to be broad enough and flexible 
enough to meet these changing needs. I do not think there is any 
question on that on your part, is there? 

Mr. Wincue tt. No. 

Mr. Harris. Now the question which we try to seek the answer to 
from time to time is: Are we meeting these challenging problems of 
today when there are new methods being developed all the time? 

Just yesterday I got a letter from the Chairman of the Civil Aero- 
nautics Board in which he was urging this committee to do some- 
thing, and do it fast, because supersonic commercial operation very 
likely was going to be developed, and if this country did not get in 
on it in time, that it was going to seriously affect our future. He may 
be right about it. I do not know. 

But the point that I make here is: Are we today still living by the 
Transportation Act of 1940 or even some of the provisions of the 
Interstate Commerce Act of 1887, and using the same old ideas that 
were necessary and appropriate at that time to meet the challenge of 
today. 

If that is true, why, we ought to do something about. it. If it is not 
true, and the Commission has authority to do it, it seems to me that 
the Commission has the responsibility, as well as the Congress does. 

If the Commission does not have authority to meet the challenge, 
and the Interstate Commerce Act does not give them that. authority, 
then the Congress has the responsibility to do something about it. 

I do not believe that it is sufficient for us to have from you gentle- 
men down there a continued statement from time to time that it is 
congressional policy and that we alone must take the initiative and 
say what should be done. We are supposed, and do our best, to repre- 
sent the public interest, too. 

What I would like to know from the experts who handle this all the 
time, you have got a great staff down there, generally speaking, 
career men who have been there a long time. You have new men who 
have new ideas. And it seems to me we should get more from you 
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than the continued position that it is a congressional policy and that 
you want to stay away from it, though your actions, as a Commission, 
over the years, speak for themselves as to what your policy is. 

If I am wrong about that, I want to be corrected. Because as I 
understand it, generally speaking, you have discouraged such policy 
from being effectuated in your administration of the act. Is that 
true or not ? 

Mr. Wincuett. Well, under the act, as it is now written, the carriers 
can apply, for exemple, for a railroad to own a motor carrier with 
unrestricted rights, but it would be up to the Commission to decide 
whether it would be in the public interest—whether. it would restrict 
competition or whether it would be to the benefit of the public. We 
have granted unrestricted motor carrier rights to a railroad; we have 

anted rights to railroads without even putting in the reservation 
that in the future we reserved the right to add restrictions as the need 
might appear. 

r. Harris. You have granted rights to railroads, as an example, 
to operate ? 
r. WincHett. A motor carrier. Unrestricted. 

Mr. Harris. Well, those are very, very limited, are they not, Mr. 
Winchell ? 

_ Mr, Wixcuey. Yes. We have. But if they can show it is in the 
public interest, the Commission has the power now to grant those 
rights. 

Mr. Harris. Yes, I know they do. .I know they do, but what I am 
talking about is, is it ever done ? 

Take as an example, is there any.instance—and I am asking for 
information—where the Commission has authorized such operation 
before, what was referred to as the grandfather clause, started operat- 
ing inan administrative way of this policy ? 

Mr. Wincuenn. Are you talking about prior to the 1935 Motor 
Carrier Act ? 

Mr. Harris. Well, I am talking about prior to the Rock Jsland case. 

Mr. Wincueut..To my knowledge, the Roek Jsland was. the first 
ease of that kind. 

Mr. Harrts.’ Well now, have there been any grants of authority 
since that case ? 

Mr. Wincuexit. Oh, yes. To railroads for motor carrier authority ? 

Mr. Harris. Yes. 

Mr. Wincue.t. Yes. 

Mr. Harris. Could you supply that information for the record 
as to what those specific cases were ? 

Mr. WincHELL. We will be glad to do that. 

(The information referred to is as follows :) 


APPENDIX 


MC-30605 (Sub-No. 87)—The Santa Fe Trail Transportation Co., Ext.—New 
Mexico, 74 M.C.C. 259. Common carrier—general commodities with certain ex- 
ceptions, (1) between Albuquerque, N. Mex. and Willard, N. Mex., over desig- 
nated highways and (2) between Willard and Belen, N. Mex., over desienated 
highways, and return over the same routes, serving all intermediate points. 

MC-30319 (Sub—-No. &89)'—Southern Pac. Transport Co., Ext——Cameron 
Meadows, La. 77 M.C.C. 754. 








*Embraces (Sub-No. 90) Southern Pacific Transport Co. Extension, Creole, La. 
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(Sub-No. 89)—Common carrier by motor vehicle of general commodities,’ with 
exceptions, between Holly Beach, La., and a specific: plant site at. Cameron 
Meadows, La., over Louisiana Highway 82, serving no intermediate points, 

(Sub-No. 90)—Common carrier by motor vehicle of general commodities, with 
exceptions, between Creole, La., and a specified warehouse located approximately 
25 miles east of Creole, La., over Louisiana Highway'82, serving no intermédiate 
points. 

MC-30319 (Sub-—No. 97)—Southern Pacific Transport Co. General commogj. 
ties, with exceptions, (1) between Zavalla, Tex., and site of the McGee, Beng 
Dam and electric powerplant, located approximately 24 miles southéast of 
Zavalla, Tex., serving all intermediate points, over designated routes, (2) betweep 
Zavalla, Tex., and the north side of the Angelina River Bridge, serving ay 
intermediate points. Effective February 11, 1959. 

MC-30319 (98)—Southern Pacific Transport Co. June 29, 1959. Genera) 
commodities, with exceptions, over regular routes between Wortham, Tex., ang 
the Gulf Pump Station Plant site (located approximately 5 miles east of 
Wortham) serving no intermediate points. Effective April 15, 1959. 

MC-30819 (Sub-No. 99)—-Southern Pacific Transport Co, June 29, 1959, 
General commodities, with exceptions, over regular route, between Port. Arthur, 
Tex., and Cameron Meadows, La., serving no intermediate points. Effective 
March 81, 1959. 

MC-30319 (Sub-—No. 101)—Southern Pacific Transport Co. October 6, 1959, 
General commodities, with exceptions, over regular routes, serving the Gulf 
States Utilities Co. plant site, south of Vidor and Orange, Tex., as an off route 
point in connection with its regular route operation. Effective July 22, 1959. 

MC-30319 (Sub—No. 103)—Southern Pacific Transport Co. Extension, Marble 
Falls, Tex. Joint Board recommended grant of general commodities, with 
certain exceptions between Marble Falls, Tex., and junction Texas Highways 
29 and 1431, over Texas Farm Road 1431, serving all intermediate points. Un- 
restricted. Effective September 30, 1959. 

MC-—86779 (Sub—No. 22)—Illinois Central Railroad Co.—General commodities, 
except coal and bulk petroleum, over regular routes, between Rosedale, Miss, 
and Coahoma, Miss., serving the intermediate points of Wright, Gunneson, 
Perthshire, Deeson, Roundlake, Francis, Hillhouse, Rena Lara, Greengrove, 
Sherrard, Farrell, Storall, Dickerson, and Friars Point, Miss. Effective July 
14, 1959. 

MC-63562 (Sub-—No. 34)—Northern Pacific Transport Co. General commoéi- 
ties, except A and B explosives and household goods, in truckload lots, over regu- 
lar routes between Columbus, Mont., and Nye, Nebr., serving no intermediate 
points. Effective July 1, 1959. 

Contract. MC-—78787 (Sub—No. 34)? Pacific Motor Trucking Co., Extension, 
Oregon. 77 M.C.C. 605. Pacific Motor Transport is a subsidiary of the South- 
ern Pacific Railroad. Granted contract carrier authority to transport auto 
mobiles and trucks, except trailers in initial movements in truckaway or drive 
away service from named General Motors plant site at Oakland and Raymer, 
Calif., to points in Oregon, Arizona, New Mexico, Utah, and Nevada. Re 
stricted to points which are stations on the rai! lines of Southern Pacifie Rail- 
road Co., except in the sub 35 where a grant is made from General Motor plant 
site I at Oakland to Austin, Tonapah, and Yerington, Nev. 

Passengers.—MC—52293 (Sub.—No. 13)—Chicago, Milwaukee, St. Paul & Pacific 
Railroad Co. extension Wausau—Minocqua, Wis. Reported in 74 M.C.C. 722. 
Chicago, M., St. P. & P.R. Co., Ext—Wausau—Minocqua, Wis. Common carrier 
by motor vehicle, of passengers and their baggage and of express and newspapers 
in the same vehicle with passengers; between Wausau and Minocqua, Wis., serv- 
ing the intermediate points of Merrill, Irma, Tomahawk, Healford Junction, and 
Hazelhurst, Wis., over regular routes, subject to such conditions, restrictions, and 
limitations as the Commission may hereafter impose. 

MC-30605 (Sub-No. 110)—Santa Fe Trail Transportation Co. General com- 
modities, with exceptions, (1) over regular routes, between Lubbock, Tex., and 
Morton, Tex.,-serving all intermediate points and the off-route point of Goble, 
Tex., (2) between Whitefou, Tex., and Bledsoe, Tex., and (8) between Lehman, 
Tex., and Muleshoe, Tex., serving all intermediate points. \ Effective December 
31; 1959. 

Passengers.—MC 52293—Chicago, Milwaukee, St. Paul & Pacific Railroad 
Co. Passengers and their baggage, express, newspapers, and mail, in same 


TRANSPORTATION DIVERSIFICATION 


<mecenniisielliomagiaiags 
2 Embraces subs. 35, 36, and 37. 











—a-."+s 5. 


eo T 


~ ee 


x oa =. = 


TRANSPORTATION “DIVERSIFICATION 43 


yehicle with passengers, during the Yellowstone Park season between Three 
Forks, Mont., and Gallatin Gateway, Mont., serving all intermediate points, over 
regular routes. Effective April 3, 1959. 

MC-107500 (Sub-No. 24)—Burlington Truck Lines, Inc. General commodi- 
ties, with exceptions, over regular routes between Burlington, Iowa, and Sciota, 
ML, and Stronghurst, Ill., serving all intermediate points and the off-route points 
of Raritan, Ill. Effective April 17, 1959. 

_oMC-F-6528,. Burlington Truek Lines, Inc.—Purchase—Love,.75 M.C.C. 258, 
decided May 7, 1958, as modified December 3, 1958, at 75 M.C.C. 603 (partially 
unrestricted ). 

MC-F-6220, Santa Fe Trail Transp. Co.—Purchase—Lang .and Givens, 75 
M.CC: 385, decided July.23, 1958 (partially unrestricted). 

MC-F-6688, Santa Fe Trail Transp. Co.—Purchase—Payne, not printed, de- 
cided July 30, 1958 (partially unrestricted). 

MC-F-6643, Burlington Truck Lines, Inc.—Purchase—Hobby, 75 M.C.C. 322, 
decided August 6, 1958 (wholly unrestricted) . 

MC-F-6345, Burlington Truck Lines, Inc.—Purchase—Pirnie, 75 M.C.C. 211, 
decided. May 6, 1959. (wholly unrestricted). Proceeding reopened for recon- 
sideration on the present reeord by order of the Commission dated December 21, 
eC-F-6457, Santa Fe Trail Transp. Co.—Purchase—Meddock, 75 M.C.C. 337, 
decided July 1, 1959 (partially unrestricted). Pending on petition for recon- 
sideration. 

Mr: Harris. Would you say there were a good many of them? 

Mr. Wincuetr. No; I would say they were rather few in number. 

Mr. Harris. And that would have to do largely with points on the 
particular line itself? 

Mr. WincHELL. Yes. It would have to do—of course, we do not 
initiate those. The carrier has to initiate those applications. 

Mr. Harris. I know that. Is there anything to prohibit a carrier; 
that is, this would have to be a railroad because the motor carriers do 
not own their own roads, and they—neither do airlines, of course—is 
there anything to prohibit any railroad from going into the pipeline 
transportation business if it desired ? 

Mr. Wincuetu. No. I believe the Southern Pacific has a pipeline 
on its right-of-way. 

Mr. Piheest. The Commission has taken no different policy with 
reference to any such railroad, has it ? 

Mr. Wincueiu. No. 

Mr. Harris. Have you ever had any other case, other than the 
Southern Pacific case, whereby a railroad started or attempted to 
engage in pipeline transportation ? 

r. WincHELL. I have only read in trade journals of proposals by 
certain rail carriers to install pipelines on their rights-of-way. I do 
not recall that any of them ever came officially before the Commission. 

Mr. Harris. You are speaking about voluntary, what you called 
operation, of single service, I think—is that the term you used ¢ 

Mr. WincuHeLy. Coordinated. 

Mr. Harris. Coordinated movements of single shipments. You 
have in mind voluntary 

Mr. Wincue.. That is right. 

Mr. Harris. Other than the so-called authority of the Bulwinkle 
amendment, what authority do the various modes have in getting to- 
gether and working out among themselves such coordinated move- 
ments ? 
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Mr. Wrncue.u. There are several arrangements between rail car. 


riers and motor carriers for through rates and through billing. | 


believe the Consolidated Freightways has one with the Rock Island; 
that is, one such arrangement with the Rock Island Railroad. 

Mr. Harris. But that has to do with rates more than anything else, 
does it not ? 

Mr. Wincuett, Well, it is a handling of traffic—through routes 
and joint rates. 

Mr. Harris. How has that worked out ? 

Mr. Wincue.u. They are continuing with it, so apparently itis 
satisfactory. 

Mr. Harris. Well, in what degree are we experiencing this co- 
ordinated movement of single shipments? Is it extensive or it. is 
limited ? 

Mr. Wincuety. Well, there have been more proposals to consider 
it between motor carriers and railroads in the fast few months than 
ever before. That is, the idea seems to be taking hold. 

Mr. Harris. When did this idea start, as you see it now? Was it 
in the last few months or in the last year or so? 

Mr. Wincue.u. No. I would say it was about 2 or 214 years ago 
that the Consolidated Freightways and the Rock Island started this 
arrangement or began to talk about it. 

Mr. Harris. Well, are other railroads besides the Rock Island doing 
it? 

Mr. Wincuetx. The Southern Pacific is one road that is doing it. ' 

Mr. Harris. Of course, that has a tieup with the Texas Pacificiand 
the Missouri Pacific, does it not ? 

Mr. WINcHELL. Yes. 

Mr. Harris. Does that single movement operation then go beyond 
St. Louis ? 

Mr. Wincuetu. TIT am not sure of that, Mr. Chairman. As I recall, 
the Consolidated Freightways and Rock Island arrangement covers 
all ‘of the Rock Tsland’s' system and ‘all of the Consolidated Freight- 
ways system. I do not know that is goes:beyond the two systems. 

Mr. Harris. Well, I think it is very well indeed to consider the'expe- 
rience of the roads through the Southwest that go out, of course, tothe 
west coast, but we are equally interested in roads in all other sections 
of the country, too. 

How is the piggyback business working out ? 

Mr. Wincnet.. It is expanding rapidly. It has probably doubled 
in the last year. I think something over a 100-percent increase. 

Mr. Harris. Has the Commission observed it sufficiently to deter- 
mine whether or not by this type of operation the consumers are being 
given not only better transportation but lower cost transportation ? 

Mr. Wrtncneti. There has been a reduction in rates where there 
has been competition between piggyback and trucking operations over 
the highway. 

Mr. Harris. Have you got some contests pending before your Com- 
mission now regarding this operation ? 

Mr. Wincnetn. Yes; we have. 

Mr. Harris. A good many or just one or two? 

Mr. WincnHeti. We have several. We have quite a few that involve 
piggyback operations. 
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Mr. Harris. Has there been any decision on the policy matter itself 
of any case / 

Mr. Wincuett. Well, the system of operation. itself, yes, has been 
approved by the Commission. I think most of fhe cases that are 
pending are from the rate angle. 

Mr. Te I know the system has been approved. But in a con- 
tested case has there been any decision of any particular case? 

Mr. WincHELL. There are cases pending now which involve volume 


Mr. Harris. Yes; I know that, and I do not want to make an inquiry 
or discuss a matter pending that is controversial and a matter of juris- 
prudence before the Commission, but I was just trying to see if there 
fad been a contested case on’the entire question, including rates, that 
had been decided by the Commission. 

Mr. Wincueti. Well, there have been some cases decided, but. there 
are still cases pending. 

Mr. Harris. Yes. I think that is all, Mr. Chairman. I apologize to 
you, Mr. Winchell. ; 

Mr. Sprincer. Mr. Chairman, just one question with reference to 
improving methods of efficiency on railroads. It is my understanding 
that there is an improved form of piggyback which is now being used 
by some of the freight forwarder services whereby they ship across the 
continent and transfer in bulk to steamship lines and airlines; is 
that true ? 

Mr. Wincuett. There is a tendency toward standardization of con- 
tainers, so that they will be interchangeable from one mode of trans- 
portation to another without removing the lading from the container. 

Mr. Sprincer. Could you tell me about when that started ? 

Mr. Wincuetn. Well, probably as far back as at least 2 years. 
That is, the discussion on standardization of containers. I do not 
know how much the different modes of transportation have gotten 
together with the manufacturers of containers on standardized 
equipment. 

Mr. Sprincer. How much—has the Commission made any survey 
to determine how much this and similar improved methods of trans- 
portation such as piggyback are going to improve the efficiency of 
railroads ? 

Mr. Wincuent. The loss and damage claims are very much less on 
piggyback operations than they are in ordinary break bulk operations. 
I do not think there is any question but that the various forms of 
piggyback operation offer a more efficient service to certain types of 
shippers. There are five different plans of piggyback operation. 

Mr. Sprincer. How many? 

Mr. Wincue.L. Five. 

Mr. Sertncer. Could you name the five, sir? 

Mr. Wincuett. Well, the first one was the transportation of car- 
rier-owned trailers on railroad flatcars at railroad rates on railroad 
bills of lading. 

I believe the second was the transportation of railroad-owned 
trailers on railroad flatears. 


The third was a. plan of shipper-owned trailers on railroad-owned 
flatears, 
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Plan four was carrier- or shipper-owned trailers‘on shipper-owned 
flatcars, the railroad merely furnishing the motive power or the 
transportation. 

Mr. Sprrncer. Those are four. 

Mr. Wincuett. Those are the four. 

Mr. Sprincer. Do you have any knowledge now or any information 
as te are percentage of traffic that is carried by those four modes 
today ! 

Mr. Wincuetu. In percentage of the total traffic, it probably is 4 
low figure, but it has about doubled in the last 12 months and it js 
continuing to accelerate rather than level off. It is continuing to 
accelerate in the rate of increase. 

Mr. Sprincer. Allright. Now, just this, if you know—I am trying 
to get an indication, is it 2 or 6 or 20 percent ? 

Mr. WrIncue tt. It is less than 5 percent. 

Mr. Sprincer. Is it your belief, after having read your—strike that. 

After having read your statement, I ask you this question: Is it 
your belief that enactment of these three pieces of legislation, first of 
all, would improve the competition between the respective industries? 

Mr. Wrincuetu. The statement I read expresses the policy of the 
Commission, and I would not care to express a personal opinion on 
whether I think it would improve the service to the public or not. 

In reading that statement, I was speaking for the Commission. 

Mr. Sprincer. That is a little bit different answer from the ques- 
tion that I put, but I am glad to have that one, too. Now, that is as 
to a service to the public. But my question, I think, was whether 
or not this would improve the competitive positions of the three 
industries? 

Mr. WincuHe tu. The people that favor diversification, or common 
ownership, will contend that it would improve competition. Those 
that are afraid that other carriers might be financially able to with- 
stand a price war would contend that it will decrease and eliminate 
‘some of the competition. The Interstate Commerce Commission 
regulates four modes of transportation which are competitive. We 
are representing the public interest, and trying to protect the public 
interest. I do not think we should be required to take sides in a 
controversy in which there is a very decided difference of opinion 
between the modes of transportation which we regulate. 

Mr. Coxuirer. Would the gentleman yield at that point? 

Mr. Sprincer. Yes. 

Mr. Courier. Then you would still have to make a determination, 
would you not, as to where the public interest was best served, and 
that consequently would put you in this argument whether you want 
to be in it or not ? 

Mr. Wincue.yt. Within the pattern of the law you set forth, we 
regulate transportation, surface transportation. You lay down the 
ground rules and we apply them to the carriers. 

Mr. Sprincer. From all of this testimony, it would be equally pos- 
sible for any other mode of transportation to participate in any other 
mode of transportation, without any question ? 

Mr. Wincnett. No. The Commission, under the act as it is now 
written, has the authority to grant certificates of one mode of trans- 
portation to own service of another mode of transportation. As 
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Chairman Harris brought out, we have already granted certificates 
of that kind. 

Mr. Sprincer. Let me ask you this. This is an important ques- 
tion: At what point do you stop granting those certificates of owning 
other modes of transportation ? 

Mr. WiINcHELL. The facts in the individual case would determine 
whether we thought it was in the public interest to grant it. 

Mr. Sprincer. In other words, it would be the individual question 
in each case as to whether or not the public interest would be broadly 
served by granting a second certificate of transportation ? 

Mr. WincHELL. That is right. 

Mr. Sprincer. For the same industry. 

That is all, Mr. Chairman. 

Mr. Witt1ams. Mr. Winchell, I have a few questions I would like 
to pose to you and I will be brief. 

n page 11 of your statement you apparently discount what cer- 
tainly must have been a very forceful argument in the original adop- 
tion of the policy of refusing to permit one carrier to own another car- 
rier in another mode of transportation. You state that the arguments 
that are frequently heard against permitting such integration is that 
the stronger mode might attempt to strangle other modes, and so forth. 

You proceed more or less to discount that as a relevant factor in 
the consideration of the present legislation. So accepting that at face 
value for the moment and discarding that as an element of considera- 
tion in this legislation, throughout your testimony you appear to base 
your opposition or apparent opposition to the enactment of these bills 
primarily on the premise that the bill or these bills will preclude the 
Commission from considering the public interest in the granting of 
these certificates, 

For instance, on page 2 you refer to clause 2 of Mr. Rogers’ bill 7960, 
I believe it is, and companion bill introduced by Mr. Bennett, in which 
you say: 

This clause would also prevent the Commission merely for this reason— 


which means, if you refer back to the previous sentence, that is the 
provision that prohibits the Commission from denying an application 
merely because the applicant is a carrier other than a motor carrier. 

Mr. Wincnett. We are 

Mr. Witx1ams. It would prevent you from attaching to any such 
certificate, terms, conditions, or limitations restricting the handle to be 
ae or the service to be performed or the operations to be con- 

ucted. 

[have read 7960 and I do not read that into 7960. The sole restric- 
tion placed upon this by clause 2 of 7960 is that no application or cer- 
tificate shall be denied and no terms, conditions, or limitations restrict- 
ing the conditions to be handled or service to be performed or the op- 
eration to be conducted shall be attached to any certificate merely by 
reason of the fact that the applicant for such certificate is a carrier 
other than a motor carrier. 

I do not exactly understand how that restricts the Commission. in 
the granting of these certificates. It is rather difficult for me to un- 
derstand how it actually restricts the Commission from considering 
the public interest in those matters. 
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Mr. Wincuett. It does not prohibit our doing it, but it does not re- 
quire us to give consideration to the fact that it is another mode of 
transportation ; that it may be competing with itself. 

Mr. Wiiu1ams. Then your statement on page 2 to the effect that 
this clause would also prevent the Commission merely for this Treason 
for attaching any certificate terms, and so forth, you apparently are 
modifying that now. 

Mr. Wincuert. Well, merely for this reason, we said, because it is 
a rail carrier, for example, owning a motor carrier. That reason alone 
would not justify our adding any restrictions or limitations upon the 
authority granted. 

Mr. Wits. That is the point that I was trying to get cleared up, 

Mr. WincHett. Yes. 

Mr. Witt1ams. Assuming that railroad “A” should buy motor 
carrier “B” and under this legislation a certificate should be requested 
of the Commission in the: operation of motor carrier “B” by railroad 
“A,” in what way would that alter the public interest in the opera- 
tion of motor carrier “B,” merely by the change of ownership ? 

Mr. Wincuett. We could still consider the public interest in con- 
sidering whether to grant the certificate or not. That is, the public 
Interest 

Mr. Wixtt1ams. Is there anything in the present bills that prevents 
your considering the public interest, in the bills before the committee? 

Mr. Wincue tt. No. 

Mr. Wiu1aMs. These bills would prevent you from denying a cer- 
tificate merely because the person applying for the certificate hap- 
pened not to be a motor carrier? 

Mr. Wincuett. That is correct, and it would also prohibit us from 
putting in restrictions or limitations on the type of service to be 
rendered, and so on, merely because it was a different mode of trans- 
portation that was applying for the certificate. 

Mr. Witu1ams. Why should that authority be given to the Com- 
mission anyway on such an application ? 

Mr. Wincuett. Well, if you were a private carrier, if you had a 
contract carrier authority, and a common carrier authority between 
points “A” and “B,” where you could compete with yourself under 
different regulations, you would be in position to give preference to 
certain customers or shippers because under your contract arrange- 
ment you could have a different rate than you might have under 
your common carrier published tariffs. 

There has been a tendency to limit certificates or permits where 
a carrier would be competing with himself. 

Mr. Wiriu1aMs. This does not preclude your requirement that they 
meet all of the obligations of a certificate of public convenience and 
necessity ? 

Mr. Wincuetu. No. We still would be in position to consider the 
public interest in, and advantage in, the granting or denying of 
certificate. 

Mr. Sprrncer. Would the gentleman yield at that point? 

Mr. Wiuur1aMs.. Yes. 

Mr. Sprrincer. Here is one I have not understood and perhaps I 
do not have enough knowledge. It is my understanding that the 
Commission has now held, just as a matter of policy, that if, we will 
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say, railroad “B” wants to engage in the trucking industry between 
certain points, you will not grant them a certificate to do business. 

But that that same railroad may go out and purchase a trucking 
company that is already in existence, which reaches those points, 
and it may operate; is that true? 

Mr. WincHELL. Well, the purchase, or acquisition would also be 
subject to the approval of the Commission, and we would apply the 
same test in determining whether to approve the acquisition that we 
would apply in considering the application for a new certificate. 

Mr. Sprincer. Is that a general rule then that you would allow a 
railroad to apply for a point between which motor carriers may travel 
if owned by a railroad ¢ 

Mr. WiNcHELL. I do not know that FE have 

Mr. Sprincer. Just strike that question out. 

If railroad “A” files an application with you for a certificate of 
convenience and necessity to operate between Podunk and Chipmunk, 
would you grant that if it was shown that they were entitled to it? 

Mr. WiINcHELL. Yes, based on the Rock Island decision, you would 
show there were not presently certificated adequate motor carriers to 
serve the public and it was in the public interest to have a carrier; that 
was the basis for the Rock [sland decision. 

Mr. Sprincer. Then you would grant that to them under those 
circumstances ? 

Mr. WrncuHeti, Assuming that it would not restrict competition, 
that there was a public need shown for the service, and that it in no 
way was adverse to the public interest. 

Mr. Srrincer. Let me Ne it just a little tighter. The only way in 
which you will grant probably anybody—I am talking about, we will 
say railroad “A”, a certificate is for them to go out and purchase one 
already in existence, where there is a need and necessity and con- 
venience. Is that as a practical matter about all you will do now? 

Mr. Wincueti. I do not know that there is any difference in the 
position the Commission would take between considering a new ap- 
plication and considering the acquisition of an existing authority. 

Mr. Sprincer. My question was just a little finer than that. As a 
practical matter, though, that is about all you can do, is it not? 

Mr. Wincueu. Of course, if the certificate is already outstanding, 
presumably there was a public need for it or it would not have been 
issued. 

Mr. Sprrncer. Yes. 

Mr. Wincue.L. But there would still be the question of whether 
the proposed ownership by the railroad would so alter the competitive 
situation, that is, by putting a new service into the field, that it might 
not be in the public interest. 

Mr. Sprincrr. Well, in this instance it would not be a new service; 
it would be the same service, would it not ? 

Mr. WincHELL. Well, when one carrier acquires another, sometimes 
the interlining, that is, the single line service, entirely alters the com- 
petitive situation.. 

Mr. Sprincer. Right now in most of these instances, however, Mr. 
Chairman, you do actually have competing trucklines operating over 
thé same roads, do you not ? 

Mr. Wrncue tt. In most cases: 
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Mr. Sprincer. Then I am back to my same question: As a practical] 
matter, about the only time that the Commission can issue one to a 
railroad.is where they purchase another motor carrier line? 

Mr, Wincuetu. Naturally, there are more applications for acquisi- 
tion of an existing carrier than there are applications for certificates 
for new service. 

Mr. Srrincer. Well, I think you have come close to answering it 
that way. 

That is all, Mr. Chairman. 

Mr. Wiuurams. Thank you. 

Are there any other questions on the part of the committee? 

Mr. Wincue.u. Thank you very much. 

Mr. Wiiu14ms. Our next witness is—did you have anything else 
you would like to add ? 

Mr. Wincuett. Mr, Chairman, we are not opposing this legisla- 
tion. We are merely trying to point out the effect we think it might 
have on the Commission’s conduct in regulating surface transporta- 
tion. 

Mr. Wiuuiams. I think, as a matter of fact, the last two pages of 
your statement make that pretty clear. 

Mr. Harris. Mr. Chairman, in view of that last statement, can I 
ask one more question. 

Mr. Wincuett. I spoke out of turn, did I not, Mr. Chairman, 

Mr. Harris. No, you did not. 

Mr. Witu1ams. Your statement speaks for itself and your state- 
ment does so indicate. 

Mr. Harris. In my mind now, with your comment, you raise a 
question with me which I think is rather basic, and in view of the 
questions asked of you by Mr. Williams a moment ago, if legislation 
as proposed here were to be adopted, do you feel that an application 
before you for one mode of transportation to engage in a different 
mode of transportation by the very passage of this act that would be 
more paramount in the Commission’s consideration than under the 
present procedure of acting in what you believe to be in the public 
interest ? 

Mr. WincHeELu. Well, the very fact that the Congress enacts this 
legislation, if they do, seems to me would indicate to the Commission 
that they feel that the Commission should give more favorable con- 
sideration to the ownership of one type of transportation by another 
type of transportation. : 

Mr. Harris. I think that answers the question. 

Mr. Witu1ams. Any further questions? 

Thank you very much, Mr. Winchell. 


STATEMENT OF GEORGE L. BULAND, VICE PRESIDENT AND 
GENERAL COUNSEL, SOUTHERN PACIFIC CO. 


Mr. Wut1aMs. The next witness is Mr. George L. Buland, vice 
president and general counsel of Southern Pacific Co. 

Mr. Buland, proceed. 

Mr. Bunanp. Mr. Chairman and gentlemen, my name is George 
Buland, from San Francisco. I am vice president and general 
counsel of the Southern Pacific Co., and chairman of the subcommit- 
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tee of the American Association of Railroads which was appointed to 
deal with the matter of transport diversification. 

Southern Pacific Co. has had about as much experience in the—— 

Mr. Harris ee: Mr. Buland, will you suspend just a 
minute until we can get all these statements passed out. 

Mr. Buuanp. Yes. 

Mr. Harris. Let us have order, please. 

You may proceed. 

Mr. Butanp. Gentlemen, I had identified myself as an officer of 
the Southern Pacific Co., and as chairman of a committee of the 
Association of American Railroads appointed to deal with this subject 
of transport diversification, or the entry into other forms of trans- 

ortation, subject to considerations of public interest. 

Southern Pacific Co. itself has had a considerable experience in the 
field of diversification, and has gone about as far in that area as it 
can under existing laws. We have pipelines, we have motor carrier 
lines. There were years prior to World War II when we were engaged 
in the steamship transportation business, although we are now out of 
that business, but we have thought about reentering water trans- 
portation. 

I have prepared and have submitted and ask that there be received 
a written statement explaining the views of the railroad industry, and 
seeking to give some factual background to the matters under consid- 
eration. I am not going to read this statement, but I shall use it as a 
basis for discussion. 

Mr. Harris. Your statement will be included in the record. 

Mr. Butanp. Thank you. I will say I will not depart from it 
materially, but I will condense it. 

These bills are very strongly favored by the railroad industry, and 
the industry believes that any person or company engaged in the 
transportation industry should, subject to the regulatory requirements 
applicable to all, be permitted to provide the form of transportation 
best suited to the needs of shippers; that there should be no special 
restrictions upon a concern engaged in any phase of transportation 
utilizing to the full the advancing techniques and changing facilities 
of transportation. 

Now in looking at the background of this whole matter, perhaps 
we should first look at the situation of the railroads as an industry. 

There is, I set forth on pages 3 to 5 of the statement, certain statis- 
tical information which bears on that. It illustrates the declining role 
that the railroad industry has taken in performing and meeting the 
transportation needs of the country, as measured by physical volume, 
by ton-miles, and we have seen the railroads’ share of transportation 
by that measurement dwindle from three-fourths of the total in 1930 
almost continually, except during the war period, until in the most 
recent year for which we have statistics, the railroads performed about 
46 percent of the ton-miles. 

If one should look at dollar revenue instead of at the physical 
volume, the share the railroad industry has is very much less than 
the 46 percent which I have mentioned. Because of the type of com- 
modities which it carries, its revenue per ton-mile is less than that 
of the motor carrier, very considerably, so I think it would be safe 
to state that measured by dollars of gross revenues and in value of 
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service performed, the railroads probably have about 30 percent or 
less of the total transportation industry. I mean total transportation, 

I mention that for a number of reasons. One is that it does indi- 
cate that there is a railroad problem, and that has been recognized 
and recognized in the valuable legislation passed by Congress at the 
instance of this committee and the Senate committee in the Trans. 
portation Act of 1958 and which has been referred to as the deteriorat- 
ing railroad situation, and any measure which would promote the 
welfare of the railroads and cause them to cease to be a sick industry 
has a measure of public benefit. 

I mention it also because it is pertinent to the thought which ob- 
tained and perhaps promoted the enactment of the restrictions with 
which we are confronted, that there was danger of monopoly, that. the 
railroads were in position to take over all transportation forms. But 
instead, we find quite the contrary, and that the railroads presently 
are being more or less shoved downward in the transportation race, 
and finally, because for those of us who are in the transportation busi- 
ness, we find frustration in not being able to follow the shippers’ needs 
and to provide for them the type of transportation which they wish 
to have, and to apply what we think is our transportation know-how 
to render a better and fuller service to the public and thereby benefit 
our own companies and ourselves. 

The history of the developments of these restrictions in the different 
transportation forms has varied, although there is quite a similarity 
between them. ; 

I wish to sketch, as I understand it, how these restrictions have 
developed and what has developed in the administrative handling of 
psa restrictions over a period of time, in each of these transportation 

orms. 

Highway transportation is the greatest transportation field that 
there is, and naturally it is the one that we first turn to. 

The railroads may not have been the most alert in getting into 
highway transportation at the time that the truck industry was de- 
veloping, but they were not entirely asleep at the switch. In the 
early thirties the Interstate Commerce Commission reviewed the de- 
velopment of motor transportation, which was not then regulated 
interstate, and made various findings as to what was going on. It 
noted the fact that the railroads were making use of motor trans- 
portation, typically in what is called pickup and delivery, where a 
truck will pick up a shipment where the goods are produced, orig- 
inate, move it to the railhead and then it is moved by rail and it is 
delivered again by truck. That was a purely supplemental operation, 
but was useful. 

They also, in these early days, began using the motortruck in order 
to substitute for what was known as the peddler train, a train which 
would go along the line stopping at every station and leaving off a 
box here and a package there. It was found this could be done more 
expeditiously, at an early time, by trucks, and the railroads engaged 
in that activity. 

The Interstate Commerce Commission at that time recommended 
that the railroads should be given specifically the authority to enter 
into motor carrier transportation—it undoubtedly being the thought 
of the Commission back in 1932 that this was a favorable develop- 
ment in transportation. 
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Commissioner Eastman, when Federal Coordinator, said : 


I hope and expect to see the railroads utilize the motor vehicles in their own 
operations to a much greater extent than they now do. 
And he went on to elaborate on that thought. 

The Commission did not make a recommendation as to placing the 
railroads in any particular category in regard to being granted cer- 
tificates to enter the motor carrier field prior to the adoption of the 
Motor Carrier Act of 1935, which is the law from which all of our 
regulation in the motor carrier field springs. 

However, it appears from the committee hearings that there was 
some apprehension that the railroads might assume an overly domi- 
nant position in the motor carrier industry and perhaps limit its 
development, and for that reason there was placed in the Motor Car- 
rier Act of 1935 the language which was discussed by Commissioner 
Winchell before, and to which these bills are directed. 

I want to comment on this language, which is quoted on the top of 
page 12 of my statement, and it says, in effect, that when the Com- 
mission is considering an application to acquire new certificates—ex- 
euse me, correct that. When the Commission is considering an appli- 
cation by one carrier to acquire another carrier, a control case which 
now comes under section 5 of the Interstate Commerce Act, in such 
a control or acquisition case, the Commission shall not enter such an 
order, as approving such acquisition or control, unless it finds that 
the transaction proposed will be consistent with the public interest 
and will enable such carrier of another form to use service by motor 
vehicle to public advantage in its operations and will not unduly 
restrain competition. 

I will digress there for a moment to address myself to the question 
Chairman Harris had asked, as to whether there was anything in this 
proviso that related to anything other than the public interest. 

There is, because of the use of that language “in its operations,” 
that not only must the railroad show, according to this proviso that it 
is in the public interest for it to operate a truckline, but also it must 
be connected with its operations so it is in the public interest in con- 
nection with its operations, and that is the language which, together 
with other considerations, caused the Commission to be particularly 
restrictive when it came to the rail carrier and you might in a very 
broad way say what we are asking is that the Commission weigh only 
the public interest in determining whether the railroad should enter 
the field and not insist that the motor carrier operations should be 
tied in some way into its existing operations, which the Commission 
has done and which it has implemented through conditions which I 
will refer to. 

Mr. Witi1aMs. Mr. Buland, may I interrupt you at that point, since 
hi mentioned the question Mr. Harris had asked. Mr. Harris had to 

eave the room, but he asked me if I would have you clarify a remark 
that you made on page 2 of your statement, in your prepared state- 
ment, the last paragraph, and I presume that is the point you were 
directing your remarks to. 

You say: 


Restrictive legislation limiting participation by railroad companies in other 


forms of transportation was founded on fear of railroad monopoly. 
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Mr. Harris was very much interested in knowing what specific 
restrictive legislation is on the statute books to do this. 

Mr. Butanp. Well, I will say that primarily that it springs from 
this proviso that I have just read, and that it springs primarily from 
those words “in its operations.” 

Mr. WiuurAMs. Were you reading from the law itself? 

Mr. Butanp. I was reading from the law itself. 

Mr. Wiiut1ams. Or were you reading from Commission regula- 
tions ? 

Mr. Buwanp. I was reading from the law itself. That is, the law 
itself says 

Mr. Wuu1AMs. That is what you had reference to when you referred 
to restrictive legislation ? 

Mr. Butanp. That is right, yes. 

I also call attention to the fact that Congress placed this proviso 
only in the control sections, dealing with where the railroad would 
endeavor to acquire a motor carrier having an existing certificate. It 
was not in the section of the law dealing with the granting of new cer- 
tificates. But the Interstate Commerce Commission reading this sec- 
tion and reading the general, national transportation policy that was 
expressed in the act, decided as a matter of administrative handling 
that it should apply substantially the same principle, that there must 
be a need for service in connection with the railroads’ operations, in 
the granting of new certificates, as it did in the control cases. 

So that the administrative law on the subject is now substantially 
the same in both instances, although the proviso of the statute was 
only in the section relating to control, and that interpretation was the 
point which really was before the U.S. Supreme Court in the Rock 
/sland case: Did the Commission stretch it too far in saying that, and 
it was held that it was within the power of the Commission to reach 
that conclusion. 

Now, I want to outline how the present policy of the Commission 
has developed historically. 

When it was confronted with the language in the proviso, it would 
appear from the earlier decisions it did not know just what to do 
with it. A few certificates were issued right after the Motor Carrier 
Act without any restrictions. Then there was a period in which it 
was felt, or, I do not know that this really obtained with the Com- 
mission, but there was a suggestion in some of the Commission deci- 
sions that perhaps that this meant that the motor carrier operation 
would be kept within the geographical area of the railroad, to serve 
the stations that are on the railroad lines, and that was all that was 
necessary. 

But the Commission in about 1940 or thereabouts considered the 
matter at very substantial length and formulated its definitive policy, 
which was that in the granting of certificates to rail carriers to ac- 
quire control of motor carriers and likewise in the matter of certifi- 
cates, it would be the general policy of the Commission when those 
certificates were granted to impose certain restrictions which were 
designed to accomplish the limitations, to accomplish the fact that the 
motor carrier operation should be tied into the rail operations. 

' These restrictions, the important ones, are three in number, and 
they are set forth on page 13 of the written statement. 
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1. The service to be performed shall be limited to service which is auxiliary 
to, or supplemental of, rail service. 

When that is translated into lawyers’ language or layman’s lan- 

age or traffic man’s language, it means the traffic has to move upon 
rail billings and rail rates. In other words, the motor carrier con- 
trolled by the truck company cannot set all-truck rates, but it merely 
has to perform what is in the nature of a substitute service for a rail 
movement. 

2. No motor service shall be rendered to or from any point not a station on 
a rail line of the railroad. 

8. Shipments to be transported shall be limited to those on a through bill of 
lading, including a prior or subsequent movement by rail. 

Now, this particular restriction, for which another restriction was 
later substituted, was a very restrictive one. It means, when that 
restriction existed, that a motor carrier controlled by a railroad 
could not handle any truck business unless in some way or another 
there be a rail movement. 

The Commission, some years later in the reconsideration of the 
same case decided its policy would be to let up a little bit on that, and 
for that prior or subsequent rail haul restriction it substituted what 
is known as the key point restriction. 

Now, the key point restriction, under the key point restriction, 
where it is substituted for the prior or subsequent rail haul, there 
does not have to be ony rail movement in connection with any ship- 
ment, but through the key point restriction the length of haul is kept 
down, so that a through over-the-road trucking service cannot be 
rendered by the motor carrier. 

For instance, we will take in our own situation between San 
Francisco and Los Angeles, where there is very extensive trucking 
movement, we can move intrastate traffic between those points, but 
we cannot move interstate business because there is a key point 
which prevents us from going the entire distance between the two 
points. 

In other words, we are in a kind of a half light. We can do a 
certain kind of business but not others. 

These views that the Commission has expressed, or these condi- 
tions that it worked out, at the times when it worked them out, are 
still the policy of the Commission. 

There is one little loophole or ray of light, you might say, to a 
rail-affiliated motor carrier in the special circumstances rule that the 
Commission applied and which was sustained in the American Truck- 
ing Association v. United States case that involved a subsidiary of 
the Rock Island where the Commission said under special cireum- 
stances it might give a new certificate without restrictions. 

But, so far as we can ascertain, the special circumstances cover only 
those cases where the areas would be without truck service if the 
railroads were not willing to serve. In other words, in a very limited 
number of cases which do not permit profitable operation and which 
are unattractive to truckers generally. 

So that at the present time the loophole under the special circum- 
stances rule in respect to the application of these limitations is a 
small one. 
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Now, under the operation of these restrictions, there has grown y 
a very confusing state in the business of motor carriage by railtoad 
or rail affiliates, and we'welcomie the opportunity to state that te’ this 
committee, and to the Commission, for that matter, because only 
those who live with it can realize the confusion which exists in the 
various inconsistent restrictions which obtain. 

Now, I may say, a little bit by digression, that these restrictions 
have been very burdensome, because of the common carriage per- 
formed by motor carriers in the United States, rail-affiliated motor 
carriers conduct. less than 2 percent, of about $6.5 billion annually 
of business by regulated motor carriers, rail-affiliated motor carriers 
have a little over $100 million. 

So rail-affiliated motor carriers have not gone ahead and these re- 
strictions have precluded the railroads entering in any substantial way 
into the motor carrier business. 

Now, the first confusion or inconsistency we get is that State com- 
missions usually do not. impose any limitations of the kind that we 
have mentioned, because they give to rail-affiliated motor carriers 
rights to operate under the same considerations as they would give 
them to other motor carriers and without special restrictions. 

Now that is important, we will say, in such States as Texas and 
California where there is a large intrastate movement. Our trucking 
subsidaries can carry intrastate business, but we cannot carry inter- 
state business through key points and in various ways, so that you have 
that inconsistency. 

Then there are a lot of rail-affiliated motor carriers which have 
avoided these restrictions. They cannot do so very much in volume 
because I notice, I observe, that the volume itself is not very large, 
but there are such subsidiaries which come in under the grandfather 
clause. If they were in the general business of truck carriage in 1935, 
they were grandfathered in without any restrictions. 

Then in other cases the Commission, in the formulative time I spoke 
of right after the Motor Carrier Act of 1935, gave a number of clean 
certificates which still obtain. So that rail-affiliated motor carriers 
are in all kinds of situations: free, restricted, more restricted. There 
is no general pattern. 

Now this has worked out for those carriers which are restricted to 
great economic disadvantage in the ‘performance of their transporta- 
tion function, and IT want to dwell on this for a moment. Certainly, 
the objective should be, I should think, that when any company enters 
a transportation field that it should be free to do it in the most 
economic way possible, and to avoid waste, and to render the best 
service that the public can get from it. 

Now when a railroad is operating under these key point restrictions, 
it has a number of apecial haindishps I have enumerated these on 
pages 26 to 28 of my memorandum. 

One handicap I refer to is the handicap of unused capacity. Take 
a railroad affiliated truck going from point A to point B. It may have 
enough lading, of traffic, which it can handle because of its ultimate 
destination to fill half the truck, but there may be other traffic which 
goes to a destination beyond the key point, but which it cannot handle, 
so it has to let the contraband traffic, you can call it that, go to some 
other carrier and it has to move with a half truckload of traffic which 
it is eligible to carry. 
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A corollary of that is the handicap of unbalanced traffic: The 
legitimate traffic which the rail-affiliated carrier can handle without 
restrictions may all be going one Way ; coming back there may be other 
traffic that will be available except that it is destined to points beyond 
a key point, and so that it cannot handle it. So it is unable to get, 
the return loads. : 

Now it is also restricted from getting the business which is the most 

rofitable in respect of length of haul. 

I made one statement in my written memorandum which was not 
quite accurate. I said there that generally that long-haul traffic is 
desirable. By that I mean that traffic of hauls’of substantial length ‘is 
desirable. I think there is a very grave question whether truck traffic 
of the transcontinental character is desirable at this time. Because 
of the very long hauls that are involved, the costs mount up in that 
form of transportation, but certainly hauls that are much longer than 
those permitted under our key point restrictions are profitable hauls 
and those hauls we are deprived of. 

When we have to handle under rail rates and rail billing, it is not 
always true that the rail rates are the rates which are appropriate 
forthe truck haul. 

They may he less, they may be more than the truck rates, and you 
cannot get the rail rates so they are competitive or appropriate for 
the truck haul without adjusting all of your rail rates, so that is 
impractical. 

o the fact that there has to be a movement upon the rail rate which 
is inappropriate in many instances for the truck haul deprives the 
rail-affiliated motor carrier of business. 

Now this matter of being restricted to the stations is also a serious 
matter. In our developing of our industrial complex, we do not have 
the concentrations of manufacturing plants along, in particular cities, 
as much as we did. We have industrial plants spread out all over the 
country, many of them beyond the terminal facilities of any particular 
station. So that if we go from A to B in a motor carrier, rail- 
affiliated motor carrier, and there is a plant at point C that is between 
stations A and B, it cannot stop to deliver traffic, it cannot stop to 
pick up traffic, because C is not a station on the railroad line, although 
itis within the area and along the route. 

Now this is becoming an increasingly difficult matter when we are 
abandoning stations as we find need to do under the existing condi- 
tions, and sometimes we are restrained from abandoning a station on 
the rail line because that will make it unavailable for a truck haul. 

Now this confusion where we have this intrastate and interstate 
distinction between interstate and intrastate traffic, determining 
whether you can handle or not, is really sometimes rather ridiculous. 
You ask a truckdriver when he has to receive a particular shipment 
to ascertain under the complexities of the law whether it is an inter- 
state or intrastate. Intrastate movement, he can take it, but inter- 
state, he cannot. All of this adds up then to shipper confusion. 

If shippers deal with another truck company, not an affiliated métor 
carrier, they can get a full service. If they deal with a rail-affiliated 
motor carrier, they can get only a partial service and they may say 


i heck with it and not deal with the rail-affiliate motor carrier at 
all, 
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These are the handicaps which rail-affiliate motor carriers have to 
contend with under existing law in trying to operate a motor-carrier 
operation, and we.do not believe that it serves.any public service and 
that it serves a public disservice to have such a situation presented, 

Now, the problem we are considering, as has been indicated by some 
of the questions from you gentlemen this morning, and the answers, 
has been an expanding one, that is, the interest in this matter is be- 
coming more important and the public interest is greater. 

Because of the increasing coordination of the different transporta- 
tion forms, a coordination that is primarily illustrated by the piggy- 
back operators, by the trailer on flatcar, which presents an opera- 
tion in which the rail carrier is a part, in which the motor carrier is q 
part and even at times where the water carrier is a part, and where 
the shipment moves from point A, the point of origination, to point 
B, the point of destination, by all these various means of transporta- 
tion, and where you have a single movement handled by the various 
transportation forms—it is in the public interest to have coordination, 
and one of the very best ways of accomplishing that coordination is 
through common ownership, which relieves that situation of the pulls 
and pushes that come from different competitors engaging in the same 
overall activity. 

For instance, the trucker is naturally, if he gets the business, if he 
can, he is going to take the long haul and move it all by truck. He 
will only take the intermediate rail haul by piggyback if he sees there 
is an economic advantage to him in doing so. 

Now that puts the rail carrier dependent upon the truck carrier. 

Now many illustrations will come to mind where the .divergent 
economic interests of the different participants in that movement will 
work against the full development thereof. ' 

The Southern, Pacific Co. has more piggyback operations than any 
other carrier, and I think very largely that is due to the fact that we 
did have a rail-affiliated subsidiary, the motor carrier subsidiary, the 
Pacifie Motor. Trucking Co., and in the South, the Southern Pacific 
Transport Co. which did have substantial, although not complete, 
rights, we were able to, by the common ownership of the truckline and 
of the railroad, expand and to promote this form of coordination 
which is now growing very rapidly and I think to the great advantage 
of the shipping public. 

Perhaps this is enough for me to talk about on motor carriage, and 
there are going to be a number of other witnesses before you who will 
deal with various phases of it and I will pass now to a rather brief 
consideration of water transportation and air transportation. 

Now, as has been noted earlier in the morning, the conditions af- 
fecting water carriage, the restrictions upon railroads came from the 
Panama Canal Act which was passed in 1912. Then conditions were 
quite different from those today. 

Under the provisions of the Panama Canal Act, a railroad is pro- 
hibited from having any interest whatever in a water operation 
through the Panama Canal with which it does, or may, compete for 
traffic. As to operations elsewhere than through the Panama Canal, 
a railroad interest in such operations is prohibited if the railroad does 
or may compete for traffic with the rail-affiliated water carrier, subject 
to the power of the Interstate Commerce Commission to authorize the 
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railroad to engage in such transportation, where it can be shown that 
the railroad interest in the water service will not prevent it “from 
being operated in the interest of the public and with advantage to the 
convenience and commerce of the people, and that it will not exclude, 
prevent, or reduce competition on the route by water under considera- 
tion.” tae 

These restrictions do not sound, perhaps, extremely formidable. 
They are restrictions that are placed upon the rail carrier, which are 
not placed upon the motor carrier, and which are not placed upon the 
air carrier, and there is joint common ownership between water car- 
riers and motor carriers now coming into existence, and we do not know 
why there should need to be any special restrictions except the general 
restriction of public interest which would be weighed in any event in 
the application for certificates, and, of course, you gentlemen know 
that in matters of competition, antitrust considerations can always be 
weighed by the Interstate Commerce Commission under its general 
certificating power, under the decision in the U.S. Supreme Court 
some 15 years ago. 

Mr. Witu1aMs. May I interrupt you, please, sir. 

Mr. BuLaNp. Yes. 

Mr. Wituiams. Did I understand you to say that joint ownership 
of water and motor carriers was rather widespread ? 

Mr. Butanp. Not water carriers by railoads now, motor carriers. 

Mr. Witu1ams. Between motor carriers ? 

Mr. Butanp. Not water carriers, motor carriers. We were in the 
steamship business from the turn of the century 

Mr. Wixturams. As I understand it—and correct me if I was mis- 
taken—I understood you to say that restrictions were imposed on 
railroads that were not imposed on water or motor carriers now and 
that water carriers and motor carriers were permitted joint owner- 
ship. 

Mr. Butanp. That is right, yes. 

Mr. Wittiams. They are? 

Mr. BuLanp. Water carriers and motor carriers, there is no re- 
striction on their joining in interest. 

Mr. WiutaMs. But there are restrictions on rail carriers and water 
carriers from joining in common ownership ? 

Mr. Butanp. That is right, yes. 

Mr. Wiu1ams. Is that restriction statutory or is it placed by in- 
terpretation of policy by the Commission ? 

Mr. Butanp. That is statutory based ape the Panama Canal Act 
of 1912, and there has not been any great body of administrative law 
in respect to those restrictions so I cannot say it was based upon ad- 
ministrative considerations of the Commission because it stems from 
the language in the law. 

Now, I may say here that the Illinois Central and the Southern 
Pacific Co., have pending before the Interstate Commerce Commission 
an application to purchase a water carrier operating along the Missis- 
sippi River and the Intercoastal Canal and perhaps as a result of the 
decision in that, we will get some further light as to what the Com- 
mission Tt do in interpreting the Panama Canal Act in a situation 
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Before leaving the subject of water carriage, it is a fact that there 
has been a great deal of Government assistance to the waterways, 
There has been complaint of that and there has been argument jn 
support of it. We take that as it is, but it does seem rather ironic 
that the railroads who contributed so much to taxes in this countr 
and the support of the waterways should be faced with special re- 
strictions with regard to its use, the use of the waterways. This matter 
of containers, and so forth, is also spreading to the waterways and 
will be a development in coordination. 

Now, as to air carriage, the language that was put in the Civil 
Aeronautics Act was pretty much copied from the language that 
was in the proviso in the Motor Carrier Act which I read to you a 
little while back. But although the language is the same, it has been 
applied with even greater severity, with greater severity by the Civil 
Aeronautics Board than it has by the Interstate Commerce Com- 
mission. 

The language is that for a surface carrier—this applies to either 
water or a rail carrier—to have an interest in an air carrier, it must 
show that it can use aircraft to public advantage in its operation, and 
will not restrain competition. 

The Civil Aeronautics Board construed that to mean that there had 
to be something physical about the connection, that is, as for instance, 
perhaps if a movement was by rail, and there could be some extension 
to an island or somewhere that could only be reached by air, that 
perhaps under those circumstances a certificate will be granted. 

But the fact is it has never discerned a situation where it felt it 
appropriate to grant a surface carrier authority to operate an air 
carrier. It denied the application of the American President Lines, 
It denied the application of the Matson Lines. It maintained the hold 
that the presently certificated air carriers have on that business free 
from the competitive forces of other forms of transportatio that might 
wish to engage in air transportation. 

Of course, the story has probably been told pretty much in regard 
to air carriage of passengers which has developed into a great indus- 
try, taking, supplanting in large part, much of the rail passenger 
business. But I think the story has been told in that, but we are now 
getting into a formulative period in aircargo, where perhaps aircargo 
is in about the same situation that the trucking business was in in the 
early thirties, and with great deference, we submit to you that there is 
not any reason why transportation companies with know-how and 
with some capital should not be allowed, if they think they can serve 
the public and make some money, to enter that field. 

It is a little ironic to have introduced in the Senate by Senator Mon- 
roney, of Oklahoma, a bill that would provide for large Government 
loans and guarantees to certified air carriers to buy aircraft suitable 
for cargo hauling in order to promote something which has appar- 
ently not been done to an extent that is satisfying Congress, and at the 
same time to deny any opportunity to enter that field to the pool of 
capital and the pool of manpower which the railroad industry has. 

There have been some observations by—I will be through in a few 
moments 
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Mr. Witu1AMs. It is 12:10 now, and I am hoping we might get to 
Mr. Johnston before we quit, and if we can get one more witness before 
you stop. . ee ; 

Mr. Butanp. What I have is in my statement and I will leave it 
with that. \ 

Mr. Witttams. You proceed, go ahead and proceed as you desire. 

Mr. Butanp. This will just take a moment. 

I was going to refer to some statements by the people in the aca- 
demic life on this subject, and in doing so, I do not cite them as 
authorities because while they are eminent, I reahze that there are 
authorities on all sides of matters, but I just want to use, refer to 
some of the language that they used because I think it is particularly 
apt. . 

I refer to a statement by, on page 6 of the memorandum that I 
submitted, by Dr. Frederick, professor of transportation in Maryland, 
in which in a very recent book he says: 

As interpreted by the respective regulatory agencies, present language has 
had the effect of greatly limiting ownership of another mode of transportation 
by a particular carrier. The sense of many of these interpretations has been 
that public interest requires the various media of transportation to be kept 
independent of each other. It is questionable whether this interpretation is in 
accordance with the public interest since it overlooks the interest of the ship- 
ping and traveling public in having available the best service that can be pro- 
vided by utilization of different means of transportation under a single man- 
agement and the convenience resulting from such arrangements. 


Very recently in a speech given here in Washington by Professor 
Melton of Louisiana State University before the Highway Research 
Board earlier this month, he states the same idea even more em- 
phatically : 

Until such time as a coordinated transportation system is organized to func- 


tion under integrated regulation, revisions in transport regulation will serve 
as palliatives, at best. * * * 


This speaker will propose, nevertheless, that an adequate, lasting solution 
will not be found within the framework of interagency competition. It is sug- 
gested that the cure for the principal ills of transportation will be found not 
so much in changes in regulatory practices as in the economic structure of the 
subject regulated. It is proposed that companies utilizing all forms of trans- 


portation should replace the separate operating types of rail, motor, water, 
and air that we have at present. * * * 


The transportation company offers the only effective medium through which 
coordinated transport service can be maximized. With the element of inter- 
agency competition eliminated, the incentive for most economical operation will 
dictate the maximum in interchange and substitution of equipment, rather than 


the minimum. 

Well, I have taken a great deal of your time and I thank you. 

Mr. Witu1ams. Thank you, Mr. Buland. Do you have any 
questions ? 

Mr. Sprincer. To reduce this to the irreducible minimum, I take 
it that you said these three bills should be passed for the following 
reasons: Diversification would put an end to economic waste; second, 
it would remove the disadvantage of unused capacity; third, it will 
remove unbalanced traflic which you discussed ; fourth, it will remove 
the disadvantage of exclusion from long-haul traffic which you gave 
a very good dissertation on; fifth, noncompetitive rates or inappro- 
priate rates which you have shown to exist in certain instances are 
not in the public interest and result from the fact that you do not 
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have diversification ; sixth, the inability to service all points en route, 
I can understand that. 

Seventh, to remove operational confusion between interstate and 
intrastate traflic which you discussed at some length, especially in the 
State of California, and which would remove shipper confusion, 

Mr. Butanp. That is a fine statement in regard to the motor car. 
rier business, that relates to the motor carrier. 

Mr. Sprincer. Now, most of your competition probably is in that 
field, is it not, substantially ? 

Mr. Buanp. That is right, so far as the present immediate prob- 
lem is concerned, that is true. As to what the future may hold forth 
is another matter, but so far as what we are confronted with today 
our problems are mainly in regard to motor carrier transportation, 

Mr. Sprineer. That is all. 

Mr. Wiiuiams. Mr. Buland, I understand so far as the principle is 
concerned, the same principle applies to all of these bills ? 

Mr. Buianp. I would say the same principle applies to all the 
bills, yes. 

Mr. Wit1iams. Thank you very much. 

(The prepared statement of Mr. Buland is as follows :) 


STATEMENT OF GEORGE L. BULAND 


My name is George L. Buland and my business address is 65 Market Street, 
San Francisco 5, Calif. I am vice president and general counsel, Southern 
Pacific Co., and chairman of Subcommittee on Transport Diversification of the 
Law Committee, Association of American Railroads. 

This hearing is upon three bills, H.R. 7960, H.R. 7961, and H.R. 7962, intro- 
duced by Mr. Rogers of Texas, by request, which would remove present re- 
strictions imposed by Federal statutes upon companies in the railroad business 
engaging in motor, air, and water transportation in interstate commerce, also 
identical bills, H.R. 9279, H.R. 9280, and H.R. 9281, introduced by Mr. Bennett 
of Michigan, dealing, respectively, with restrictions as to railroad companies 
engaging in air, motor, and water transportation in interstate commerce, 

These bills, which I shall call the transport diversification bills, have the 
unanimous support of the railroad industry. It is believed that any person or 
company engaged in the transportation industry should, subject to the regu- 
latory requirements applicable to all, be permitted to provide the form of trans- 
portation best suited to the needs of shippers; that there should be no special 
restrictions upon a concern engaged in any phase of transportation utilizing 
to the full the advancing techniques and changing facilities of transportation. 
My testimony in support of these bills will correspond substantially with a 
statement upon transport diversification very recently submitted in behalf of the 
Association of American Railroads to the Transport Study Group conducting 
studies upon transportation pursuant to Senate Resolution 29 of the 86th 
Congress. 

Railroads believe there is no remaining public interest in preventing common 
ownership of rail, motor, air, or water operations. On the contrary, they believe 
that common ownership would strengthen the Nation’s common carrier system 
by enabling it to make maximum use of the advantages of each form of trans- 
portation. 

The ability of shippers to have their transportation needs supplied by a 
single transportation company will promote better and more economical service 
and be in the interest of the shipping public. 

The confused and artificial situation which exists with regard to the opera- 
tion of highway transportation by railroads and motor carriers affiliated with 
the railroads would be clarified. Unwarranted discriminations and burden- 
some handicaps would be eliminated. Thereby, economic waste and service 
restrictions burdensome to shippers would be avoided. 
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Restrictive legislation limiting participation by railroad companies in other 
forms of transportation was founded on fear of railroad monopoly. Monopoly 
js a question of relative strength and ability to compete. As our economy and 
as the other forms of transportation helped by these restrictions grew to ma- 
turity, the balance of competitive opportunity has swung heavily in favor of 
railroad competitors. Thus, restrictions initially designed to create balanced 
conditions among various forms of transport now have the opposite effect of 
continuing and accelerating this competitive unbalance. There is no justifica- 
tion today for the continuance of this paradox of regulation. 

In order to judge the merit of the principles put forward, it is necessary to 
have as a background the trends and present status of the respective participa- 
tions in transportation by the various transportation forms. 

The physical volume of traffic is customarily measured by intercity ton-miles. 
The following statistics reflect the percentage of participation in traffic moving 
between cities as measured by ton-miles : 
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1 Preliminary. 


The basic ton-mile statistics from which the foregoing percentages were de- 
rived for the years 1940 to 1957 are estimates of the Interstate Commerce Com- 
mission (ICC statement No. 568, February 1956, and annual reports). Data for 
1930 and 1935 are partially estimated by the Bureau of Railway Economics, 
AAR, from statistics of the Interstate Commerce Commission, the American 
Trucking Associations, and the Corps of Engineers, U.S. Army. The ton-miles 
by motor vehicles include ICC authorized, other for-hire, and private carriers. 
The figures do not include a substantial amount of transportation performed by 
motor carriers in intracity traffic on which no figures are available. 

Attention is called to the steadily diminishing share of total business which 
is done by the railroads, and the increasing share of such business performed 
by motor carriers, except for the reliance upon rail carriage during the war 
period, 

Moreover, the comparison of ton-miles does not give a true expression of the 
relative importance of railroads and motor carriers, because the revenue derived 
by motor carriers per ton-mile is much greater than that obtained by the rail- 
roads. Statistics are not available for the revenues derived by unregulated for- 
hire carriers and for the worth of services performed by private carriers. We 
do have them for regulated motor carriers. Class 1, 2, and 3 intercity motor 


> = 

carriers reporting to the Interstate Commerce Commission carried 32.3 percent of 
the ton-miles carried by all motor carriers in the year 1957, or approximately 
6.23 percent of total intercity ton-miles of all forms of transportation in that 
year. For that transportation, such regulated motor carriers derived $6,165,- 
910,000, which contrasts with $9,200 million of freight service revenue obtained 
by the railroads for transporting 46.31 percent of the total intercity ton-miles 
transported in that year. It is safe to estimate that the total value of trans- 
portation service rendered by motor carriers in intercity traffic very substan- 
tially exceeded the revenues derived by the railroads. Thus, measured by dol- 
lars, the railroads are today a minority factor in freight transportation in the 
United States, and their share continues to decline. In this respect, the following 
paragraphs from the 72d Annual Report of the Interstate Commerce Commis- 
sion, 1958, page 9, are significant : 
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“Ton-miles of all carriers in 1957 were 1,352,131 million, a slight decline from 
the all-time record of 1,360,142 million in 1956. Figures for both years exclude 
coastwise and intercoastal water traffic and nonrevenue ton-miles of railroads, 
With the exception of the railroads, the levels for 1957 were above those for 1956 
Waterway traffic in 1957 was well above the level of the previous year, and pipe. 
line and highway traffic showed slight increases. The air ton-miles again 
showed a sizable percentage increase (6.7 percent), but remained less than half 
of a percent of the total. 

“While the railroad share of the total declined, the shares of other means 
of transport increased. The ton-miles by water, pipeline (oil), and air were 
the highest yet recorded. Revision of the preliminary highway figure 
prove it to be a new record.” 

The railroad companies have cause for concern over transportation develop. 
ments which result in depriving them of the share of the total business which 
they had previously enjoyed. It is natural for them, with personnel trained 
in transportation, to wish to participate in furnishing the transportation which 
is desired by the public, to make use of the new technical advances which are 
continually changing our forms of transportation, and to have a share in the 
use of the facilities for such other forms of transportation which have been 
so largely provided by governmental expenditure. 

Dr. Frederick, in calling for clarification on the policy of common ownership, 
states :* 

As interpreted by the respective regulatory agencies, present language has 
had the effect of greatly limiting ownership of another mode of transportation 
by a particular carrier. The sense of many of these interpretations has been 
that public interest requires the various media of ‘transportation to be kept 
independent of each other. It is questionable whether this interpretation igs 
in accordance with the public interest since it overlooks the interest of the 
shipping and traveling public in having available the best service that ean 
be provided by utilization of different means of transportation under a single 
management and the convenience resulting from such arrangements. It also 
seems to disregard the specific provisions in the Motor Carrier Act which allow 
the authorization of a railroad to operate a trucking service when consistent 
with the public interest and when it will not unduly restrain competition, 

“Clarification of the present law to permit joint control of two or more 
media of transportation in cases where the regulatory body finds this will 
serve the public interest will not, it is believed, result in absorption of all for- 
hire transportation agencies in a given area into one or a few companies, 
Companies providing efficient service will continue to compete successfully 
among modes just as they now do within a single mode. Certainly, none of the 
modes of transport, when seeking to engage in another means, should be sub- 
jected, as they have been, to special standards, limitations, or restrictions 
simply because they happen to be a different form.2, Common ownership or 
integration will not solve the transportation problem but it could slow down 
the process of attrition by which the common carriers now lose so much traffic 
and it might well provide the public with better service under many circum- 
stances.” 

Diversity of viewpoint is not lacking among writers and men in academic 
life. Increasingly, however, their thinking has been along the line of having 
companies offering diversified transportation services. Speech of Mr. Lee J. 
Melton, Jr., Louisiana State University economist, at the 39th Annual Meeting 
of the Highway Research Board of the National Academy of Sciences in Wash- 
ington earlier this month, reported in the January 18, 1960, issue of Transport 
Topics, at page 48, reflects this view: 

“Until such time as a coordinated transportation system is organized to 
function under integrated regulation, revisions in transport regulation will 
serve as palliatives, at best.” 


* * * * * ~ * 


“This speaker will propose, nevertheless, that an adequate, lasting solution 
will not be found within the framework of interagency competition. It is 
suggested that the cure for the principal ills of transportation will be found 


may 





1Pp. 40 and 41, “Improving National Transportation Policy,” by John H. Frederick, 
1959, published and distributed by the American Enterprise Association, Inc., Washington, 
D.C 


“2 Tt has been suggested by some economists that all that is needed is to abolish any rules 
specially applicable to common carriers and place them under the Sherman Anti-Trust Act 
as are other industries. 
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not so much in changes in regulatory practices as in the economic structure 
of the subject regulated. It is proposed that companies utilizing all forms 
of transportation should replace the separate operating types of rail, motor, 
water, and air that we have at present.” 

* * * cS * * Ba 


“The transportation company offers the only effective medium through which 
coordinated transport service can be maximized. With the element of inter- 
agency competition eliminated, the incentive for most economical operation 
will dictate the maximum in interchange and substitution of equipment, rather 
than the minimum. The same may be said for joint routes and joint rates. 

At the present time there is little consolidation of rail and water transpor- 
tation in a common ownership. In the past, railroads did engage in water 
transportation to a substantial degree, but, for one reason or another, most of 
such prior operations have terminated. : ; . 

There has been practically no participation by railroad companies or affiliates 
in air transportation. As shown later, existing laws, as interpreted, have ef- 
fectively prohibited railroads and other surface carriers from entering this field 
of transportation by consolidations or otherwise. 

Historically, railroads have used motor carriage since its development as 
an essential complement of, or a substitute for, rail service. 


HIGHWAY TRANSPORTATION 


When we examine transportation by motor carriers, we are struck by the 
fact that the greater part of the intercity transportation service is rendered 
by carriers not subject to regulation by the Interstate Commerce Commission. 
Of approximately 260.9 billion intercity ton-miles of highway transportation 
in 1957, only 84.3 billion of such ton-miles, or 32.3 percent, were carried by 
common and contract carriers operating under Interstate Commerce Commission 

uthority. 
: As 4 been noted before, the carriers subject to Interstate Commerce Com- 
mission jurisdiction had gross operating revenues of something over $6 billion 
for carrying slightly less than one-third of the intercity ton-miles transported by 
all motor carriers. Of this amount, something over $100 million was received 
in 1957 by motor carrier subsidiaries of railroads. Thus, about 2 percent of 
the operating revenues of motor carriers subject to Interstate Commerce Com- 
mission jurisdiction is earned by these rail subsidiaries. 

It is apparent from these statistics that the real threat to the regulated com- 
mon carriers by highway is the unregulated for-hire carrier and the private 
carrier. The share of the motor carrier business enjoyed by railroads and rail 
affiliates is so small comparatively that it constitutes no threat of monopoly 
or even of healthy competition for the independent motor common carriers. The 
fact that railroads, either directly or indirectly, have made so little penetra- 
tion into transportation on the highways is traceable in large part to the 
restrictions which have been imposed upon their entry into this field of trans- 
portation by Federal statute as judicially and administratively interpreted and 
applied. The existing restrictions and the course of their development will be 
stated as briefly as possible. 

From the advent of motor carriage to 1935, when the Motor Carrier Act was 
enacted, the railroads were clearly the dominant transport agency in the United 
States. Motor carriage was only beginning its tremendous growth. 

It is significant to note that many railroads began adapting the motor carrier 
to rail service, and in some cases to operate motor trucks independently, during 
the 1920’s and early 1930’s. The motor carrier was particularly useful for 
substituted service for branch line rail service, and for pickup and delivery 
work. Some railroads were at that time conducting extensive experiments with 
piggyback and containerization. In Motor Bus and Motor Truck Operation, 
(140 ICC 685 (1928) ), the Commission found that some railroads were making 
use of motor transport and recommended that the railroads “should be authorized 
to engage in interstate commerce by motor vehicles on the public highways” 
(p. 745). In the second investigation, Coordination of Motor Transportation 
(182 ICC 263 (1982)), the Commission directed its attention to the use of 
motor transport by other transportation agencies. The Commission made it 
clear that, as of that time, trucks were taking carload and less-than-carload 
traffic from rails by reason of the trucks’ superior service advantages up to 
certain distances (p. 376). The Commission pointed out that the railroads had 
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tried to regain this traffic through reduction of rail rates, improving rail Service, 
and in some cases through the use of various forms of independent motor carrier 
operations (p. 336). On page 375, the Commission pointed out that the rajj. 
road efforts directed solely to reduction of rail rates and the improvement of 
rail service had done little to stop the flow of traffic to the trucks, primarily 
because of the truck service advantages. On page 386, the Commission cop. 
cluded with the recommendation “that railroads, whether steam or electric, ang 
water carriers, subject to the act, should be specifically authorized to engage 
in the transportation of both persons and property by motor vehicles in inter. 
state commerce over the public highways.’ 

However, when Congress enacted the Motor Carrier Act in 1935, it placed a 
specific restriction in section 213(a) (1) upon the right of rail carriers and water 
carriers thenceforth to consolidate with or otherwise acquire motor carriers, 
This restriction read as follows: 

“The Commission shall not enter such an order unless it finds that the 
transaction will promote the public interest by enabling such carrier to use 
service by motor vehicle to public advantage in its operations and will not unduly 
restrain competition” (49 Stat. 556). The legislative history indicates that 
certain Congressman were apprehensive that these established forms of trans- 
portation would dominate the infant truck business and create a resultant mo- 
nopoly in transportation. This is confirmed by the legislative history (see state 
ment by Senator Wheeler, 79th Congressional Record 5655 (1935), and by Rep- 
resentative Sadowski, 79th Congressional Record 12206 (1935), 50 Yale Law 
Journal 1382, United States v. Rock Island Co., 340 U.S. 419, 481). The com- 
mittee reports themselves made no reference to the subject of railroad operation 
of motor carriers or intermode consolidations. (See 8. Rept. 482 and H. Rept. 
1645, 74th Cong., 1st sess.) 

The apprehensions of certain Congressmen do not seem to have been well 
grounded in fact. A complete record of rail-truck history was given by the Com- 
mission in “Motor Bus and Motor Truck Operations, supra,” and “Coordination 
of Motor Transport, supra.” Nowhere in these reports is there any record of 
any railroad monopoly of the trucking industry, nor of any attempt by the rail- 
roads to dominate the trucking industry. As a matter of fact, the record is to 
the contrary. What the rails had tried to do was to substitute the truek for 
certain rail operations, to combine it with rail service and in some cases to use 
it as a truck service per se; in short, to improve service and effect economies, 
These are logical economic objectives and constitute the adapting of a new tech- 
nology to an existing economic function, which in other fields of American busi- 
ness, has always been considered a necessary and proper function. However, in 
spite of this record, apparently the old railroad monopoly ghost of the early 
1900’s prevailed and restrictions were put upon railroad and water carrier con- 
solidations with motor carriers. In connection with this legislative history, it is 
interesting to note the following statement made by Federal Coordinator of 
Transportation, Fastman, a man of great transportation experience and largely 
responsible for drafting most of the provisions of the Motor Carrier Act: 

“T hope and expect to see the railroads utilize these motor vehicles in their 
own operations to a much greater extent than they now do. They are doing it 
to a considerable extent: they operate some; they have abandoned branch lines 
and they are operating buses instead of trains in some cases. They are utilizing 
motor vehicles in their terminal operations and they have used them as a sub- 
stitute for way freight service, in some cases. My own view is that there will 
be found many more ways where they can be used to advantage in combination 
with railroad service and I hope to see the time when the railroads will utilize 
these opportunities fully.” (See p. 46 of the record of the hearings before the 
House committee, entitled “Regulation of Interstate Motor Carriers.”) 

Until 1940, both railroads and water carriers were subject to this special re 
striction as to control of motor carrier operations. In 1940 this burden was 
removed from the water carriers, leaving the railroads the only transport facility 
laboring under this burdensome restriction. It was in 1940 that the restriction 
was put into part I of the act and became the last proviso of section 5(2)(b). 
It now reads as follows: 

“Provided, That if a carrier by railroad subject to this part, or any person 
which is controlled by such a carrier, or affiliated therewith within the meaning 
of paragraph (6), is an applicant in the case of any such proposed transaction 
involving a motor carrier, the Commission shall not enter such an order unless 
it finds that the transaction proposed will be consistent with the public interest 





and W 
in its ' 
This 
consol 
gaged 
generé 
carrie 
opera' 
affilia 
tificat 
certifi 
certifi 
Itt 
to ap 
settle 
roads 
been 


L0.C 
to re 
the p 


moto 
porte 
supp 
viso 

line | 
Stat 
how’ 
rier 
and 


late 
10 \ 


to, 0 


“ee 


ara 


us 


ladi 


Oy, 


the 
revi 


aay 


Con 
it v 


Col 





os 


———— aes Oe Oe 


— Ss Ve F wee ee Ft VS a ev "s ae 


eee esl 


TRANSPORTATION DIVERSIFICATION 67 


and will enable such carrier to use service by motor vehicle to public advantage 
jn its operations and will not unduly restrain competition.” 

This proviso is the only direct legislative expression as to restrictions upon 
consolidations of companies engaged in rail transportation with companies en- 
gaged in highway transportation. It will be noted, first, that the language is 
general and does not define how it is to be determined or assured that motor 
carrier operations would be used to public advantage by a rail carrier in its 
operations, and, second, that there is no express restriction upon railroads or rail 
affiliates being authorized to engage in motor carrier operations under new cer- 
tificates of public convenience and necessity (as distinguished from acquiring 
certificates held by others or control of or consolidations with carriers having 
certificates). 

It remained for the Interstate Commerce Commission, in a series of decisions, 
to apply the general language of this proviso in such a way as to establish a 
settled pattern for the burdensome restrictions now usually imposed upon rail- 
roads or rail affiliates in respect to motor carrier transportation. This story has 
been related at length in United States v. Rock Island Co. (340 U.S. 419, 430— 
444 (1951)), in an address by Commissioner Robert W. Minor, reported in 26 
L0.C. Practitioners’ Journal 16, and in various articles. It is not necessary 
to retrace this history, but simply to note what has been done and to state 
the present situation. 

Early Commission cases did not restrict certificates issued to rail-affiliated 
motor carriers in new operation cases. For example, see St. Andrews Bay Trans- 
portation Co. Extension of Operations (3 M.C.C. 711 (1937)). There was some 
support, also, in the Commission’s early expressions for the view that the pro- 
yiso was satisfied if the permitted operations were confined to stations on the 
line of the railroad conducting or affiliated with the highway operations, United 
States v. Rock Island Co., supra. (p. 438). The Commission by later decisions, 
however, concluded, as a general policy, that, to be authorized, the motor car- 
rier service must be supplemental or auxiliary to that of the rail carrier involved 
and that this should be assured by conditions to be imposed upon such operations. 
The conditions which are now standard, except for condition No. 3, were formu- 
lated in Kansas City Southern Transport Co., Inc., Common Carrier Application 
10 M.C.C. 221, and were stated as follows: 

“1. The service to be performed shall be limited to service which is auxiliary 
to, or supplemental of, rail service. 

“2. No motor service shall be rendered to or from any point not a station on 
arail line of the railroad. 

“3. Shipments to be transported shall be limited to those on a through bill of 
lading, including a prior or subsequent movement by rail. 

“4. All contractual arrangements between the applicant motor carrier and 
the parent railroad shall be reported to the Commission and shall be subject to 
revision. 

“5. The motor service shall be subject to such further specific conditions as the 

Commission in the future may find it necessary to impose, in order to insure that 
it will remain auxiliary and supplemental to the rail service.” 
This decision was rendered in 1938, but in 1941, on reconsideration, the entire 
Commission, 28 M.C.C. 5, substituted for condition No. 3, which required a prior 
or subsequent movement by rail, a so-ealled key point condition, stated as 
follows : 


“3. No shipment shall be transported by applicant as a common carrier by 
motor vehicle between any of the following points, or through or to or from more 
than one of said points: Kansas City, Hume, and Joplin, Mo., Pittsburg, Kans., 
Shreveport and Lake Charles, La., Beaumont, Tex., Texarkana, Ark-Tex., and 
Fort Smith, Ark.” (p. 25). 


A similar key point restriction was imposed in respect of other applications 
by rail or rail affiliated carriers, which were consolidated for consideration, 
pages 22 and 25. The key points were selected as usual break-bulk points and 
the intention was to prevent traffic being moved by the rail-affiliated motor 
earrier over substantial distances. Of this, Commissioner Mahaffie, concurring 
in part, observed : 

“I do not agree, however, that the imposition of condition 3 is warranted. 
Having found that the public convenience and necessity requires these truck 
operations, we should not impose conditions, in the nature of petty restrictions, 
which make them somewhat more expensive to the carriers and sometvhat less 
convenient to the public.” 
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It may be helpful to summarize these conditions in lay language. The first 
condition, the supplemental or auxiliary requirement, in effect means that all 
traffic moving by the motor carrier must move on rail rates and billing. It ma 
not move, as highway business generally does, on truck rates and billing. The 
second condition prevents business being handled to a point not a rail station, 
The third condition is either the prior or subsequent rail haul requirement or the 
key point restriction. 

The process by which the Commission reached the conclusion that the same re. 
strictions should be applied in new certificate cases issued under section 207, 
Interstate Commerce Act, although there was no special restriction imposed upon 
railroads or rail affiliates by that section, is traced in American Trucking Agso- 
ciations v. United States, 355 U.S. 141. This case, incidentally, held that the 
ICC was authorized to depart from its practice of imposing restrictions where 
“special circumstances” prevail. Review of the Commission’s decisions indicates 
that the application of the “special circumstances” exception is substantially 
confined to cases where the transportation service involved is limited in scope 
and is unattractive to other truckers. 

It is believed that there was no compelling reason for the Interstate Commerce 
Commission to take as restrictive a position as it has with respect to rail carriers 
acquiring motor carrier operations by consolidation or purchase or with respect 
to the issuance of new certificates for motor carrier transportation to railroads 
and railroad affiliates. However, it has taken this course, and its legal power to 
do so has been confirmed by the U.S. Supreme Court in the cases which have 
been cited. The Commission takes the position that its interpretations have now 
become a part of its settled policy, that they have been sustained by the U.S. 
Supreme Court, and that legislation is required if they are to be changed. It 
observed in its 65th annual report (1951), pages 4-5: 

“Some urge that the railroads, in order to improve service and reduce costs, 
should make greater use of motor transportation in conjunction with their rail 
operations. Our interpretations of the statute are criticized as placing undue 
restrictions on such use by not permitting ‘all-motor’ operations. Our interpre- 
tations were sustained in United States v. Rock Island Motor Transport Co., 340 
U.S. 419, and United States v. Texas & Pacific Motor Transport Co., 340 U.S. 450. 
Legislation is required if there is need in the public interest for more liberal 
treatment of the railroads in this respect. Independent motor carriers oppose 
relaxation of the conditions under which the railroads now use motor service. 
There is evidence that shippers in many instances prefer a railroad-conducted 
motor operation if other conditions are reasonably equal.” [Emphasis supplied.] 

The distinctions made in the Motor Carrier Act of 1935 and now, in the Inter- 
state Commerce Act, the divergent position as to restrictions as among regulatory 
bodies, and the variations of treatment by the Interstate Commerce Commission, 
have resuled in the motor carrier operations of railroads and rail affiliated com- 
panies being conducted under a hodgepodge of authorities and restrictions. 

State statutes usually make no distinction between rail-owned motor carriers 
and other motor carriers, with the result that fail motor subsidiaries can move 
intrastate traffic under the same conditions as their competitors and common 
ownership between companies engaged in different transportation forms is 
permissible. 

Rail affiliated companies which were conducting a general trucking business 
at the time of the adoption of the Motor Carrier Act of 1935 have “grandfather” 
rights in respect of the traffic so conducted, and can continue such business with- 
out any of the restrictions which have been considered. 

After the adoption of the Motor Carrier Act of 1935, and before present Com- 
mission policy had crystallized, certain certificates were given to rail affiliated 
motor carriers which did not have either the prior or subsequent rail haul re- 
striction or the key point restriction, and such authorities are therefore com- 
paratively “clean.” 

At the present time, the Commission occasionally grants certificates to rail 
affiliated motor carriers to engage in certain trucking operations free from the 
usual restrictions where the previously mentioned “special circumstances” are 
found to exist. The operations permitted under this exception have been limited 
in scope and usually have been ones in which other truckers have not been in- 
terested. 

Where the operations conducted are restricted, the character of the restriction, 
whether the key point restriction or the prior or subsequent rail haul restriction 
is largely dependent upon what the thinking of the Commission was at the time 
the application for acquisition or authority was acted upon. 
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In certain areas, as for instance in the hauling of mail or exempt commodities, 
authority from the Commission is not required and the rail affiliated motor 
carrier is free to operate without restriction. The trucking of mail by rail 
affliated motor carriers is common. The hauling of exempt commodities is not, 
as it cannot be profitable unless connected with long-haul general commodity 
pack-haul which restrictions usually prevent. 

We submit the present restrictions should be lifted and further restrictions 
should not be imposed upon companies engaged in highway, as well as rail, 
transportation. 

It is sound philosophy, we believe, that persons and corporations should have 
freedom to engage in economie activities in which they can serve the public and 
earn a profit for themselves, unless there is some controlling policy consideration 
for them to do otherwise. All transportation companies, other than railroads, 
enjoy this freedom of engaging in diversified transportation activities. There 
are no special restrictions in the Interstate Commerce Act or other laws to pre- 
yent motor carriers from controlling railroads or water carriers from controlling 
railroads or motor carriers, or to prevent air carriers from engaging in any form 
of transportation. They have to meet only the usual requirements of showing 
public convenience and necessity for new operations or prove that consolidation 
is in the public interest. The burden of proof should be upon those who urge 
that additional restrictions be imposed upon others. The restriction is par- 
ticularly galling to companies engaged in rail operations when it applies in re- 
gard to the use of highways, airways, and waterways, which in large part have 
been built and made possible by the expenditure of public funds to which they 
have contributed. 

Control of carriers of a different mode is being accomplished by carriers other 
than railroads. An example is that of a certificated motor carrier with a service 
area larger than any railroad system which controls a steamship line to Hawaii, 
a truck line in Hawaii, a railroad tank car leasing corporation and a steel com- 
pany that manufactures among other things, railway car frames. 

Regulatory legislation of this kind must be considered in relation to the 
public interest, and not solely in relation to the interest of any single segment 
of the public. This does not mean, however, that there is no public interest in 
a measure which will tend to promote the well-being of the railroad industry, 
its stockholders, and employees. Recently, Congress, believing that a healthier 
railroad industry was highly important in the national interest, adopted some 
well-conceived measures of assistance. If it is accepted, as we believe it must 
be, that permitting railroads to join in ownership with companies engaged in 
other forms of transportation would strengthen the finances of the companies 
and arrest the decline in the level of employment, a public benefit would result. 

Over the years, traffic diverted from the railroads to other forms of transport 
has gone mainly to the motor carrier, in large measure due to its service ad- 
vantage. The railroads are left with a diminishing residue of traffic moving 
under relatively low rates. The effect of the regulatory restrictions has been 
to tie the railroads rigidly to the rails, for the most part, and when they are al- 
lowed to use this new technology of motor transport they can do so only in an 
inefficient and wasteful manner that leaves both the shippers and the railroads 
dissatisfied. To the extent then, that the restrictive provisions of the act of 
1935 were intended to preserve a balance of competition, they have failed for a 
long time to do so. Today, they have the opposite effect of continuing and ac- 
celerating a competitive imbalance. Historic rail box car service simply cannot 
fill the Uemand for a large segment of the transport requirements. It is too 
slow, requires too much physical handling of the lading, too much variable 
handling of the car, as in switching, and requires spur tracks to industry. Prob- 
lems of production, distribution, warehousing, and sales, all have been geared 
to the flexibility and speed of the motor carrier. This trend is witnessed by 
the enormous development of private motor carriage. Dr. Ernest Williams,’ 
professor of transportation, Graduate School of Business, Columbia University, 
outlines the close relationship between motor carriage growth and the expan- 
sion in the product mix of American industry by showing how our manufactur- 
ing economy, in all its aspects, is tied to the motor carrier speed and flexibility. 
He shows further that a steadily larger portion of our transportation output, 





*See “Some Aspects of the Problem of Intercarrier Competition,” I.C.C. Practitioners’ 
Journal, November 1959, pp. 137 and 138. First appeared in “Symposium on Motor Car- 
riers” in the Vanderbilt Law Review, vol. 11, No. 4, October 1958, pp. 971-985. 
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in ton-miles, is devoted to manufactured goods (as compared with the move- 
ment of raw materials, staples, and heavy industry). 

At this point no one knows how far railroad rate adjustments will be per- 
mitted to be made in an attempt to keep business for the railroads or the extent 
of their effectiveness to this end. It is reasonably certain, however, that much 
traffic is firmly bound to motor carrier service. 

Diversification of transport activities would not only serve to strengthen rail. 
road companies, it would also benefit the shipping public by enabling it to 
receive a complete transportation service at reasonable cost from a single eop. 
cern. Many shippers desire to use as few carriers as possible to fill their needs, 
At present, a shipper must determine for himself the form of transportation 
which best suits his needs and then take measures to select the company to 
render such service among the various independent companies which may be 
soliciting his business. It would be of real value if a shipper could deal with 
a single transportation company which could furnish for him the several] types 
of transportation which he often requires. Here again, the growth of private 
ne tee indicates shipper dissatisfaction with the present for-hire service ayail- 
able. 

The fallacy of restricting common ownership of different forms of trans 
portation or consolidations of companies engaged in such different forms be- 
comes more clearly apparent as these transportation forms become coordinated, 
At the present time, a single transportation movement may call into play various 
forms of transportation. A shipment may move from an off-rail plant by truck, 
then be carried by rail to a point near an off-rail destination, to which delivery 
will be made by truck. A water movement may, on occasion, be involved. This 
method of handling is greatly facilitated by the piggyback operations, which are 
growing rapidly. This involves the truck trailer, in which a shipment is first 
loaded, being placed upon railroad cars for final or intermediate haul. <A further 
development is the use of containers which can be loaded on truck trailers and 
then placed upon rail flatears. This latter method avoids the carrying by rail 
of the dead weight of axles and wheels of a trailer. Piggyback has had a dynamic 
growth. From almost nothing at the end of World War II, it has grown to sub- 
stantial proportions and is still in a development stage. In 45 weeks in 1959, 
358,211 trailer-carrying flatcars were loaded, an increase of 52.3 percent over 
the same period in 1958. It is estimated that as of November 7, 1959, the rail- 
roads had, for the year to date, moved 501,500 trailers, thereby relieving high- 
way congestion to this extent. Today, 50 major railroads, in all States, offer one 
or more plans of piggyback service. The military has found it economically 
sound and recommended its inclusion in logistic planning for use in the United 
States and other countries. 

By the simple use of a new type of container that is common to two (or 
more) types of transport, the full utility of the railroad right-of-way is realized. 
The total costs of handling the freight are lower than by truck alone, the speed 
of the movement is comparable to truck, the service is flexible, the costs of 
handling the freight are less than by rail. Whenever there is coordination of 
the transport forms in a single movement, it makes little sense to say that there 
may not be common ownership. 

It has been said that the objectives sought through common ownership can 
be attained through coordination between rail and motor carriers, presumably 
by the filing of joint rates. While joint rates may have their place in the trans- 
portation picture, they will not suffice. The parties to such arrangements remain 
competitors and it must be remembered that the truck always has an alternative 
method of movement. For selfish reasons each party will seek an advantage. 
There will be constant pressure as to who gets what in division of rates, who 
is to move the unrouted traffic, who will get the undesirable traffic, and who 
will get the long-haul. In a large part of piggyback, it is the trucking company 
which executes the bill of lading with the shipper, has all the contacts with 
the shipper and delivers the freight to the consignee. In these situations the 
railroad is only an intermediate carrier that has no contact with the shipper 
or the consignee. What would happen to a railroad which devoted much of its 
facilities to this type of piggyback if the trucking company should suddenly 
decide for any reason to go back to the highway? It is only reasonable that 
the railroads, with their much larger capital investment and as the provider 
of the main transport facility, should expect to have equal access to shippers 
and consignees. 
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There is also a disadvantage to the public interest in joint rates—an economic 
one. If the truck alone controls the traffic, it is highly questionable that the 
rate the shipper pays will, in time to come, be as reasonable as the rate that 
could be developed if all costs and facilities were under one ownership and 
management rather than two. i 

Common ownership must also be considered in relation to the problem of 
whether or not the Nation is getting the most out of its transportation plant. 
The value to the Nation of railroad rights-of-way, fully completed, as a na- 
tional asset is almost incalculable. They are paid for, as far as the taxpayer is 
concerned; they are maintained at no cost to the taxpayer; they contribute 
taxes to communities all over the Nation; they can move enormous amounts of 
freight at low cost, and they have been proven necessary in wartime. The full 
economic value of a railroad cannot be realized if it is not used to near 
capacity. Common ownership and operation would contribute materially to full 
utilization of the railroad plant. As our population mushrooms, which it is cer- 
tain to do, the value of the railroad right-of-way in relieving traflic congestion 
will assume much greater proportions. 

It thus appears that from a practical and economical point of view intermode 
common ownership makes good sense and is clearly in the public interest. While 
different proprietary concerns can work together in a single coordinated move- 
ment, there are well defined advantages in permitting a common ownership of 
the coordinating elements. There would seem to be no more reason why the truck 
and rail part of a single transportation movement should be under different 
ownership than there would have been to have compelled Henry Ford to assemble 
his autos from parts furnished by other manufacturers instead of constructing 
such parts himself. 

Any fears that Congress may have had in 19385 that the railroads would be 
able to dominate the motor carrier business, with a resultant monopoly in 
transportation, are now without foundation. 

As has been shown before, railroads are now a minority factor in transporta- 
tion. This has been recognized by Congress as Senator Bridges stated in a 
speech before the Senate in September 1959: 

“In the Transportation Act of 1958—for the first time—we faced the fact 
that there is no transportation monopoly.” 

The slight penetration of motor carrier transportation by railroads and rail 
affliated companies at the present time has been noted. To an extent, the 
smallness of penetration is surprising when one considers the desirable highway 
services which a railroad company or its affiliate should be able to perform. 
Even with restrictions removed, it seems unlikely that the participation of 
rail and rail affiliated companies in motor transportation can expand at a great 
rate. The Nation is well covered by a multitude of certificated motor carriers. 
Opportunities for railroads to acquire new certificates on the ground that 
existing motor carriers are not rendering adequate service to the public on a 
particular route or in a particular service will be limited. The purchase of the 
business and certificates of small carriers has been long anticipated by the large 
motor carriers which are now accomplishing consolidations. Shippers today 
have adequate means to protect themselves against the possibility of a monopoly 
developing among common carriers on the highways in that they can always 
arrange for contract carriers to handle their business or conduct private carriage 
themselves. Indeed, the public interest lies in strengthening and preserving the 
highway common carrier, whose services are available to all. 

Moreover, if the Interstate Commerce Commission should have any apprehen- 
sion that the approval of a rail carrier consolidating with or otherwise ac- 
quiring control of a motor carrier would operate to restrain commerce or tend 
to create a monopoly, it has power to protect the public by the denial of the 
application for the certificate. This is made clear in the case of MeLean Trucking 
Co. y. United States (321 U.S. 67). It was held, in this case, that the Inter- 
state Commerce Commission in passing upon applications for approval of control 
of motor carriers under section 5 of the act has a duty “to consider the effect 
of the merger on competitors and on the general competitive situation in the 
aoe in the light of the objectives of the national transportation policy” 
p. 87). 

Freeing companies engaging in both rail and highway carriage from the re- 
strictions presently obtaining would put an end toa distressing economic waste. 
Such economic waste was foreseen by Commissioner Mahaffie when he protested 
against restrictions which would make the motor carrier operations conducted 
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by rail interests more expensive than they would be otherwise. 


Some of the 
more conspicuous handicaps which result from present restrictions will be noted, 


Between two points there will be traffic which a rail affiliated motor 
can haul within the restrictions of its interstate certificates and there wil] be 
other traffic which it is unable to haul. If the traffic which it is permitteg to 
handle is less than a load, the rail affiliate will have to proceed with a partially 
loaded truck. This may be called the disadvantage of unused capacity, 

There is often a movement of traffic which a restricted carrier is permitted to 
handle in one direction where there is no such traffic moving in the return 
direction, although there would be ample traffic which could be handled jf it 
were not for the restrictions. This results in empty return hauls and may be 
characterized as the disadvantage of unbalanced traffic. 

As a general proposition, long-haul truck traffic is more profitable than short. 
haul traffic. Key point restrictions prevent restricted carriers from handling 
such long-haul traffic which would have to go through key points. Thus, re. 
stricted carriers have the disadvantage of exclusion from profitable long-hay) 
traffic. 

As noted, one of the restrictions often imposed is that traffic must be handleq 
by the rail-connected motor carrier under rail rates and billing. The rail 
rate is not always the same as the motor rate, and this is naturally so because 
rail costs and truck costs are not the same. Thus, the rail-connected motor 
carrier is handicapped by having to use noncompetitive or inappropriate rates, 

One of the restrictions imposed prevents a rail-affiliated motor carrier from 
handling goods to or from a point not a station on its line. With the develop. 
ment of our suburban areas and the prevalence of motor transportation, there 
are many points of shipment and delivery along a railroad line which are not 
within the terminal areas of any station. A rail-connected motor carrier can- 
not receive or deliver freight at such points although its trucks might be passing 
by the shipper’s door. This may be characterized as the handicap of inability 
to service all points en route. 

As noted, rail-connected motor carriers are free to handle intrastate traffic 
in most instances, but the restrictions rest upon interstate traffic. There is 
inevitable operational confusion between interstate and intrastate traffic. 

A shipper, when using the services of a rail-connected motor carrier, is con- 
fronted with restrictions of the kind we have enumerated. He can ship with 
such a carrier intrastate traffic but not interstate traffic between certain points. 
He can use such carrier for movement to a point short of but not to a point be 
yond a specified key point, etc. He is unable to understand why a carrier operat- 
ing generally throughout an area should not be able to serve all of it. His 
tendency will be to use a carrier which is not so restricted. This may be called 
the handicap of shipper confusion, and is a serious problem. 

The truck has for a long time been an inherent part of railroad operations, 
enabling railroads to provide services which otherwise would be unavailable. 
This flexibility, to the extent that it has been permitted, not only provides truck 
services which shippers want from railroads but helps to prevent further diver- 
sions of traffic from the railroads. Over the years, pickup and delivery service 
for merchandise freight has been an important factor in keeping such freight 
upon the rails. The substitution of trucks for the peddler service previously 
performed by rail from station to station on branch lines and on some main 
lines produces substantial savings and much better service to the public. The 
substitution of trucks for rail permits the abandonment of little used branch 
lines and the elimination of costly train miles. In some areas the use by rail- 
roads of trucks frees freight cars for other uses and tends to minimize freight 
car shortages. More and more industries locate off rail sidings and truck service 
only can reach them. There is an increasing demand on the part of industry 
to use as few carriers as possible in order to simplify their shipping problems 
and it is necessary for many railroads to make maximum use of the motor carrier 
in order to be able to retain the traffic of such shippers. The growth of piggyback 
service makes it necessary that railroads have maximum use of the truck in 
order that they may assure themselves of an ample supply of freight for this 
service. The Commission, governmental committees, and countless others have 
urged the railroads to make use of highway transportation but the effect of 
the Commission’s restrictions has been that such transportation must be con- 
ducted under conditions which make it difficult to make a profit. Rather it 
encourages economic waste. 
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Those who criticize the railroad industry for not making greater use of 
trucks often overlook the fact that after 1935 the Commission and the courts put 
a red light in front of railroad attempts to further adapt this tool of transport 
to the existing transportation plant. Rail attempts to make a really economic 
use of trucks were consigned to the half world of rail dependency, where neither 
the full advantages of the truck could be realized nor the real needs of the shipper 
pe satisfied. 

Should proper governmental policy cause such trucking operations to con- 
stitute another unprofitable railroad operation, a drag upon the railroad industry, 
and another cost to be absorbed? 


WATER TRANSPORTATION 


Railroads desiring to engage in water transportation have again been singled 
out as the only carrier to be subject to special restrictions. These restrictions 
are contained in subsections 14 through 16 of section 5 of part I of the Interstate 
Commerce Act, which sections were initially enacted in the Panama Canal Act of 
1912 (37 Stat. 566). 

Under the provisions of the Panama Canal Act, a railroad is prohibited from 
having any interest whatever in a water operation through the Panama Canal 
with which it does, or may, compete for traffic. As to operations elsewhere than 
through the Panama Canal, a railroad interest in such operations is prohibited 
if the railroad does or may compete for traffic with the rail-affiliated water 
carrier, subject to the power of the Interstate Commerce Commission to authorize 
the railroad to engage in such transportation, where it can be shown that the 
railroad interest in the water service will not prevent it “from being operated in 
the interest of the public and with advantage to the convenience and commerce 
of the people, and that it will not exclude, prevent, or reduce competition on 
the route by water under consideration.” Railroad ownership in water carriage 
has dwindled over the years, until today it is small. 

The restrictions just mentioned apply only to railroads, but, if these restric- 
tions can be overcome, then the railroads must comply with the provisions of 
the Transportation Act of 1940 relating to water carriage, which are embodied 
in part III of the Interstate Commerce Act. The railroads do not seek to be 
relieved of provisions which apply equally to any person desiring to engage in 
water transportation. They are mentioned here only to show that, aside from 
the special restrictions on rail carriers, there is control by the Commission over 
the entry of carriers into water transportation under its regulation. 

Many billions of dollars have been spend by the Federal Government in the 
last decades for waterway improvements in the United States, aside from the 
current tremendous expenditures for the St. Lawrence Seaway project. There 
is a serious question today as to whether it is in the public interest to continue 
to restrict the use of this relatively free highway by other carriers which have 
to help pay for it. (See Eastman, 4th Report of the Federal Coordinator on 
Transport Legislation, H.R. Doc. No. 394, 74th Cong., 2d sess. (1936) 14, 50 Yale 
Law Journal 654, 656.). The railroads are heavy contributors to the public 
funds from which the cost of improving and maintaining the waterways are 
defrayed, by reason of property, income, and excise taxes imposed upon them. 

It was hoped that enactment of water carrier legislation in 1940 would bring 
about a more equitable relationship between the other carriers and the water 
carriers. It is doubtful that this goal has been attained. The act absolutely 
exempts from regulation much of water transportation but the restrictions of 
the Panama Canal Act upon railroads engaging in water transportation apply 
alike to regulated and to exempt water carriage. It is submitted that it cannot 
be in the public interest for one form of transportation to be largely unregu- 
lated while another form that must compete with it over adjacent routes is 100 
percent regulated. The railroads believe that they should be able to make use 
of the relatively free waterways on the same terms and conditions as their 
water competitors. 

Our competitors who are unrestricted by special limitations are commencing 
to control companies engaged in other types of transportation. Recently, a large 
barge line announced it would seek Commission approval to purchase a motor 
carrier engaged in the transportation of automobiles in the 11 Western States. 
Another company, which operates a pipeline now, has a very substantial stock 
interest in a large railroad. Railroads believe it only fair and equitable that 
intermode consolidations should be permitted, without special restrictions against 
those initiated by railroad companies. 
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The growing use of containers which can be moved from water carrier to 
truck or rail car, and the transporting of flatcars in ships or in sea train opera- 
tions, are examples of coordination of water transportation with other surface 
transportation. Such coordination invites, if it does not command, joint financial] 
interests. As such coordination develops, the railroads will be handicapped jg 
they cannot have the same interests in water operations as are permitted to 
truckers. 


AIR CARRIAGE 


The restrictions on surface carriers engaging in air transport stem from the 
second provision of section 408(b) of the Civil Aeronautics Act of 19388 (49 
U.S.C., sec. 488(b)), now the Federal Aviation Act of 1958 (49 U.S.C, gee. 
1378(b)), a section relating to consolidations, mergers, and acquisitions of cop. 
trol. This provision reads as follows: 

“Provided further, That if the applicant is a carrier other than an air carrier 
or a person controlled by a carrier other than an air carrier, or affiliated there. 
with within the meaning of section 5(8) of this title, such applicant shall for 
the purposes of this section be considered an air carrier and the Board shall not 
enter such an order of approval unless it finds that the transaction proposed wil] 
promote the public interest by enabling such carrier other than an air carrier 
to use aircraft to public advantage in its operation and will not restrain 
competition.” 

The Civil Aeronautics Board has stated that it was the intent of Congress 
for steamship and railroad participation in air transport to be subject to rigid 
limitations in or¢er to insure the full development of air transport and that Con- 
gress had directed that special conditions should be met before the Board may 
approve acquisition of air carriers by carriers engaged in other forms of trans- 
portation. The Board has adopted the principle that the operations must be 
shown to be auxiliary or supplementary to the service of the surface carriers and 
also shown to be an integrated part of that service. (See American Export Lines, 
Control-American Export Air, 3 C.A.B. 619 (1942), 4.C.A.B. 104 (1943.) 

Where new operations in air carriage were sought by surface carriers under 
section 401 of the act (49 U.S.C... sec. 481, now sec. 1371), the Civil Aeronautics 
Board las held thnt the policy set forth in section 408(b), although literally 
applicable to control and acquisition cases only, represents an element of public 
interest whi'h should be weighed in a certificate proceeding under section 401, 
and has similarly excluded surface carriers in granting new certificates. (See 
American President Lines Petition, 7 C.A.B. 799 (1947); Air Freight Forwarder 
Case, 9 C.A.B. 473, 509-512 (1948), affirmed National Air Freight Forwarding 
Corp., et al., v. Civil Acronautics Board, 197 Fed. 2d 384 (D.C. Cir., 1952).) 

The Board has not deviated from its announced policies and has almost ecom- 
pletely prevented surface carriers from engaging in any interstate air operations. 

Prior to the Civil Aeronautics Act of 1938, a substantial interest in a New 
England air carrier wah held by certain railroads whi h had spent years help- 
ing to develop the air carrier, but the Civil Aeronautics Board in Railroad Con- 
trol of Northeast Airlines (4 C.A.B. 379, 385), indicated that it would probably 
not look with favor on any increase in the railroad’s control of the air carrier 
or an expansion of the air carrier’s operations so long as it remained railroad 
controlled, The railroads involved sold their holdings. Later, two other sub- 
sidiaries of railroads made application for authority to operate as common air 
carriers, but these were denied. (See Interstate Commerce Commission, Bu- 
reau of Transport Economics and Statistics, Historical Development of Transport 
Coordination and Integration in the United States, (1950), p. 177.) Subse 
quently, when several railroads, through subsidiaries, attempted to obtain au- 
thority to engage in the air freight forwarding business, their applications were 
denied. (See Air Freight Forwarder Case, 9 C.A.B. 473, 509-514 (1948).) 

The Civil Aeronautics Board has expressed the belief that surface carriers, if 
allowed to get into air carriage, would emphasize the surface transportation 
interests and would not wholeheartedly develop the air operations. What ex- 
perience there has been does not sustain these fears. Railway Express Agency, 
a pioneer in air express, began moving express in air service in 1929 and con- 
tinues to do so to this day. In 1941, although Railway Express Agency was 
considered an indirect air carrier within the meaning of the Civil Aeronautics 
Act, it was refused grandfather rights and has continuously, and still does op- 
erate under exemption certificates which are renewed from time to time. It also 
has been denied the right to engage in air freight and in air freight forwarder 
transportation. The Civil Aeronautics Board nevertheless in 1948 made the 
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following observation concerning the Railway Express Agency in Air Freight 
Forwarder Case (9 C.A.B. 473, 485) : 

“The present volume of air express business and its continued steady growth 
provide convincing evidence that the railroad ownership and control of REA 
has not been inconsistent with the public interest, and no tangible evidence 
has been adduced which would support apprehensions as to the future.” 

Air carriage is the fastest growing form of transport in the United States. 
As it continues to grow, it will take high-value freight from surface carriers by 
the use of increased capacity, lower operating costs, and higher speeds. This 
will, of course, divert more freight from surface carriers and, if they are not 
allowed to have effective ownership in air carriage, they will have to stand by 
helplessly and watch anew this diversion of traffic to a new technology. Rail- 
roads seriously question if it is really in the public interest to continue the in- 
flexible commitment to a policy of keeping absolute separateness of ownership 
petween surface and air carriers. As air carriers grow, they will necessarily 
place increasing reliance on surface transport, particularly in the gathering 
and distribution of freight to and from large air terminals, and will no doubt use 
surface carriers in substituted service over considerable distances. As a matter 
of fact, one air carrier already has a grant of such a right over routes in excess 
of 200 miles. (See The Flying Tiger Line, Inc., Air-Truck Service, docket No. 
9175, CAB). While at present this carrier utilizes other surface carriers, there 
does not appear to be any legal objection to it having ownership in the surface 
carrier just because it is an air carrier. Coordination between air and surface 
transportation is inevitable and such coordination will be promoted and the 
public interest served by permitting common ownership among the different 
transportation forms. This was foreseen by Commissioner Landis, in a con- 
curring opinion, in American President Lines, et al., Petition (7 CAB 799, 817), 
where he said “The inherent advantages of air transportation may be promoted 
arguendo in a particular case by combined surface and air carrier operations as 
much as by insistence upon independent air operation.” 


CONCLUSIONS 


Whatever validity regulatory legislation based on railroad monopoly may have 
had 20, 30, or 40 years ago, the reasons for such legislation have now dis- 
appeared. Over the years the concept has persisted among regulatory bodies 
that the different kinds of freight fall naturally into certain “spheres” and, ac- 
cordingly, each form of transport was to be developed around the kind of freight 
that fell naturally into its own sphere. In view of today’s technological changes, 
there is not now, if there ever was, any natural selection of a carrier to be 
made on the basis of the nature of the freight. For example, it does not matter 
at all what is in a container of freight such as a truck trailer, whether it is paint 
or pickles. The problem is how to move that container from origin to destina- 
tion most economically in any given situation, and how to give the shipper the 
kind of service he wants. In one case it may be an all-rail movement with 
terminal truck handling. In another it may be an all-truck movement, and in a 
third a combination of line-haul rail and line-haul truck. These are but a few 
examples of the many types of combination movements which might be cited. 

More and more transport evolution is bringing the forms of transportation 
closer together. This is being accomplished in large measure through the use 
of carrying devices that are interchangeable between two or more different 
media. Looking to the future, the time is not far distant when a single con- 
tainer can be moved with equal facility on a railroad car, truck trailer, aircraft, 
or ship. The ultimate goal of any transportation system is to give the best pos- 
sible service at the lowest cost to the public. The industrial complex of this Na- 
tion is largely founded on the principle that all the components entering into a 
product can best be developed at the lowest cost to the consumer under unified 
control. The transportation industry should have the same opportunity. 

In order for our common carrier system to survive, it must be able to do a 
better job than private transportation. We submit that unless transportation 
companies have the full use of whatever the current technology makes available 
to the industry, they cannot offer a better service than shippers can provide 
for themselves. If this situation is to persist, common carriage will eventually 
be utilized only by those who are not able to develop their own transportation 
system. In other words, the small businessman may ultimately be the only 
customer. This is definitely not in the public interest from a regulatory statid- 


59179—60 6 








j 
4 
‘ 
j 
H 


76 


TRANSPORTATION DIVERSIFICATION 


point nor is it from an industry standpoint. American transportation com. 
panies should be allowed, where experienced management and economic cop. 
siderations justify it, to make use of any type of carriage that is available 
under fair and just regulation which is applicable to all. 

Mr. Sprtncer. Mr. Chairman, I ask for recognition at this point 
because of the fact that I know Mr. Wayne Johnston, I have known 
him for a long period of time, and he is one of the real citizens of 
Illinois. He is a member of the board of trustees of the University 
of Illinois, which is in my hometown, in addition to being president 
of one of the great industries in the Middle West. Not only that, 
but he is a gentleman, and may I say, in the whole railroad field, he 
is one upon whom we can rely as being honest in his judgment. 

Mr. Jonnston. Thank you. 

Mr. Wirx1AMs. May I say we had a fuss about you, whether he is 
a citizen of Illinois or Mississippi. 

Mr. Jounston. Having homes in both States, I think I am a citizen 
of both, although I can vote Republican in the State of Illinois, 
{ Laughter. | 


Mr. Wiu1AMs. You can vote Republican in Mississippi, too. 


STATEMENT OF WAYNE A. JOHNSTON, PRESIDENT, ILLINOIS 
CENTRAL RAILROAD CO. 


Mr. Jounston. As you know, my name is Wayne A. Johnston 
and I am president of the Illinois Central Railroad, and I appear here 
to support the bills which have been heretofore mentioned, which we 
believe would remove the present restrictions imposed by Federal 
statutes and by administrative interpretations against the railroad 
companies and freight forwarders engaged in truck, air, and water 
transportation. 

I have read Mr. Buland’s statement, and I concur in what he said, 
particularly his summary. I have a 13-page statement in support 
of my position, and for the sake of time, I would like to ask it be 
received into the record. 

Mr. Wiiu1ams. The committee will be glad to receive it for the 
record. 

Mr. Jounston. On the side, I would like to make some comments. 
First, I would like to say that while I represent the southeastern and 
southern railroads, I speak primarily for and on behalf of the Illinois 
Central, which, as you know, is known as the main line of mid- 
America. We are in the shape of a7. We start at Sioux City, Sioux 
Falls, Omaha, and run east to Chicago and then south, serving In- 
dianapolis, Louisville, Birmingham, and also Shreveport, New Or- 
leans in the South. 

First off, I would like to say in connection with the truck situation 
that we do operate some 4,500 miles of our railroad or about 70 percent 
of the total mileage with trucks, but it is inefficient, it is uneconomical, 
and it is inadequate. 

The question of prior and subsequent movement of interstate traffic 
and the key positions in particular are those which I speak of. 

I was at Jackson, Miss., last week, your hometown, Congressman, 
and I had occasion to ride 6n a freight train going west to Vicksburg, 
which is 50 miles away, and thence on up the valley line or the River- 
side district into Memphis by freight train, and I happened to be 
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at the Jackson freight house when they were loading some freight 
destined to Clarksdale, Miss., which we could have moved by truck 
over the road, but due to the fact it was interstate movement, it had 
to move to key position, it had to move to Vicksburg and be unloaded 
and 2 days later it was delivered to the consignee when it could have 
been delivered in less than 3 hours. 

Our total tonnage on the railroad has increased, not 1.c.]., but 
our total tonnage since 1930, 26 percent, and our revenues have in- 
creased, including the freight rate increases, about 80 percent; whereas 
our l.c.l. tonnage has decreased 82 percent and our l.c.l. revenue has 
decreased 70 percent. 

Now, I would like to deal just briefly with the question of the air 
service. In 1946 the Illinois Central took the initiative of the rail- 
road industry and applied to the CAB for authority to engage in 
airfreight operations. 

Mr. Witi1ams. When was that? 

Mr. Jounston. 1946. We wanted to operate as a freight carrier, 
freight operation, domestically and internationally. We were denied 
that application on two bases: First, that the competition advantage 
of other modes of transportation would be objectionable from our 
standpoint, and, secondly, that it would be an incentive to divert 
the traffic from air to rail. 

Obviously, that was one of those things which we objected to. 
We decided that we would not go any further with it, and continued 
to operate as a rail service. 

Now, in the barge situation, as you probably know, on the Illinois 
Central we are the most competitive railroad in the United States. 
We have the Mississippi, the Ohio, the Tennessee, the Illinois, and 
the Arkansas—all of which are operating barge services in competi- 
tion to the rail services. 

There has been a diversion of petroleum and steel and there has 
been a diversion of chemicals and many other commodities—coal, 
and many other important items which we handle. 

The limit of our ability to meet that competition is by rate reduc- 
tions and we have reached that limitation. And therefore, we joined 
with the Southern Pacific in making an application to the Commis- 
sion to buy the stock interests of a bargeline which operates from 
the South to the North. 

Now, we were incorporated in 1851, and we have still our original 
charter, and we believe that there is a need for this diversification, 
and we think the unfair and unjustified discrimination against the 
railroad industry which is the result of the present laws and adminis- 
trative interpretation of that law should be ended by the passage 
of the legislation which has been recommended and along the lines 
that are being proposed. 

I appreciate this opportunity of having had to discuss this ques- 
tion with you, and I hope that the necessary action will be taken. 

Mr. Wiritams. Mr. Johnston, as a courtesy to the photographer, 
the committee will stand in recess for 30 seconds before we ask you 
questions in order to give the photographer an opportunity to take 
a photograph. 

(Short recess.) 

Mr. Witu1ams. Do you have any questions? 
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Mr. Sprincer: Yes, I do; three or four, Mr. Chairman. 

Mr. Johnston, you are familiar, are you not, with the user charges? 

Mr. Jonnston. Yes, sir; we are an advocate of them. 

Mr. Sprirncer. You realize that, if you went into the rail busin 
you went into the air business, that you are going to be stuck with 
what you believe in? 

Mr. Jonnston. Yes, sir. 

Mr. Sprincer. And you are perfectly willing to pay an adequate 
user charge whatever that may be, if it is raised tomorrow you are 
willing to abide by that? 

Mr. Jounstron. Yes, sir; we are an advocate of user charges for 
barges and for air services and for trucklines. 

As a matter of fact, we are taking an active part in the user panel, 
and we are perfectly willing to ws & our chances with paying user 
charges, and wish they would be enforced by Congress, and we are 
perfectly willing to pay a fair user charge for the use of any facility 
that is given to us over which to operate. 

Mr. Sprincer. You realize that the probable trend of user charges 
is that they will rise as the years pass? 

Mr. Jounsron. Correct, sir. But no more so than the taxes which 
we now pay for the benefits that are derived by the bargelines and by 
the trucks and by the air. For example, we are paying, we paid last 
year many millions of dollars into taxes, some of which were diverted 
for the competition of bargelines up and down our river. 

The same thing for air service. 

Mr. Sprincer. You understand, too, that the probabilities are that 
within the next 48 hours that the President will make a recommenda- 
tion based on a Department of Commerce report for increasing those 
user charges ¢ 

Mr. Jounston. I would like to be there to say amen. 

Mr. Srincer. In other words, you are entirely familiar with this 
question before you ever get into motor carriers and air service? 

Mr. Jounston. Yes, sir. 

Mr. Sprrncer. Did I understand you to say there in your printed 
statement that you had made an application to acquire control of a 
bargeline? 

Mr. Jounston. We made application to acquire the stock, the cap- 
ital stock, of the John I. Hay Barge Co., together with the Southern 
Pacific, which we propose to operate as a separate entity on the Mis- 
sissippi River from Brownsville, Tex., to and including Milwaukee 
and up as far as Louisville, Ky., via the Ohio. 

Mr. Sprincer. That will be via the Mississippi River ? 

Mr. Jonnsron. Yes, via the Mississippi River. 

Mr. Springer. What about Chicago? 

Mr. Jounstron. Well, we hope to get into Chicago because we now 
serve it and that would bring us in, of course. 

Mr. Sprrncer. You have made a statement that back in 1946 you 
were sort of a trailblazer in this idea of carrying freight by air. 

Mr. Jounston. Yes, sir. 

Mr. Sprincer. And that application was denied. 

Mr. Jounston. Yes, sir; by the CAB. 

Mr. Sprincer. Are you seriously interested in getting into that 
business ? 
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Mr. Jounston. Yes, sir. 

Mr. Sprtncer. Now? 

Mr. Jounstron. Yes, sir. 

Mr. Serincer. Would you give us any idea about what points? 

Mr. Jounston. All of the points which we serve in the Midwest. 
We would like to get between all the points that we serve. 

Mr. Sprincer. You are talking about only air service for freight, 
am I correct ? 

Mr. Jonnston. Correct, sir. 

Mr. Sprincer. Not in the passenger traffic ? 

Mr. Jounston. No, sir; air freight. 

Mr. Sprincer. I believe that is all, Mr. Chairman. Thank you. 

Mr. Witurams. Thank you very much, Mr. Johnston. 

Mr. Jounston. Thank you. 

(The prepared statement of Mr. Johnston is as follows:) 


STATEMENT OF WAYNE A. JOHNSTON 


My name is Wayne A. Johnston and my business address is 135 East 11th 
Place, Chicago, Ill. I am president of the Illinois Central Railroad Co. 

I appear here in support of six bills, H.R, 7960, H.R. 7961, H.R. 7962, H.R. 
9279, H.R. 9280, and H.R. 9281, which would remove the present restrictions 
imposed by Federal statutes and by administrative interpretation against rail- 
road companies and freight forwarders engaging in truck, air, and water 
transportation. 

The Illinois Central is known as the main line of mid-America. It is 6,500 
miles in length, and operates in 14 States, serving such points as Chicago, IIL, 
Omaha, Nebr., Sioux City, Lowa, Sioux Falls, S. Dak., Madison, Wis., Indian- 
apolis, Ind., St. Louis, Mo., Louisville, Ky., Memphis, Tenn., Birmingham, Ala., 
Jackson and Gulfport, Miss., and Shreveport and New Orleans, La. 

Present regulations prevent economies and efficiency. While we occasionally 
hear about the fine transportation system we have in this country, the fact is 
that none of our modes of transportation is in a healthy condition. The rail- 
roads are starving while other modes are promoted by heavy subsidies. That 
is not a sound economic situation. Congress has the power to remedy it. 

The Illinois Central conducts a truck service along most of its lines in substi- 
tution for the slow and largely obsolete handling of less-than-carload freight in 
railroad cars, but our trucking authority is so hedged around with restrictions 
that its utility is greatly reduced. We have sought and have been forbidden 
the right to conduct freight forwarder operations by air. We are interested in 
conducting operations by barge along navigable rivers which parallel our rail- 
road. I would now like to discuss these matters in detail. 

During the 1930's, increased competition of motor carriers began making in- 
roads into our less-than-carload traffic. In an effort to improve our handling 
of such traffic and thus meet this competition, we embarked on a program under 
which we would handle package freight in trucks on the highways along our 
railroad in substitution for the slower way car or peddler car operation which 
we had always employed to handle merchandise. Such change in operation 
required the permission of the Interstate Commerce Commission and the vari- 
ous State commissions, and we received our first certificate from the Interstate 
Commerce Commission in 1939. At the present time, we operate trucks parallel- 
ing approximately 4,500 miles of our railroad, about 70 percent of our total 
mileage, serving approximately 81 percent of our freight stations. 

This truck operation has resulted in considerable improvement in our service 
and it has undoubtedly been responsible for our retaining traffic we otherwise 
would have lost. However, because the Illinois Central is a railroad, the Inter- 
state Commerce Commission has imposed restrictions which prevent us and our 
shippers from getting anything like the maximum benefit from our truck onera- 
tion. For example, we are confined, limited, and restricted to service which is 
auxiliary to or supplemental of our rail service. We can serve only points which 
are stations on our railroads. The shipments we transport in our trucks must 
be handled at rail rates under railroad bills of lading. Particularly restrictive 
is the requirement that what we carry in our trucks must have a prior or sub- 
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sequent haul by rail. We cannot move shipments in our trucks to, from, through, 
or between more than two keypoints, of which there are 27 on our railroad, 
The prior or subsequent rail haul restrictions, and the keypoint restrictions, are 
particularly burdensome, because as a result of them much traffic cannot be 
handled by truck at all. 

For illustration, we have a truck operating daily from Jackson, Miss., to 
Vicksburg, Miss., thence north to Clarksdale, Miss. When interstate freight 
arrives by railroad at Jackson, destined to points north of Vicksburg on our truck 
route, we cannot move such shipments on from Jackson to destination in the 
truck we have leaving that day. Because of the keypoint restriction in our cer- 
tificate, we cannot move this freight the 50 miles from Jackson to Vicksburg on 
our truck. We are compelled by this restriction to put these shipments in a box- 
car at Jackson and move them by rail to Vicksburg, and then, when the truck 
from Jackson arrives at Vicksburg the following day, put those shipments in 
the truck at Vicksburg. All this shadowboxing, of course, means 1 or 2 days’ 
delay. 

This is just a single example of the restrictions which characterize all of our 
truck authority. Because of these restrictions the public is denied the expedited 
service which it otherwise would enjoy on such shipments, and we are required 
to continue a costly, unnecessary, and obsolete operation which we otherwise 
could discontinue in favor of our truck operation. As former Commissioner 
Mahaffie said in Kansas City Southern Transport Co., Inc., Common Carrier 
Application, 28 M.C.C. 5 (1941), these restricting conditions which the Commis- 
sion has placed in our and in other railroad truck certificates are “in the nature 
of petty restrictions, which make [the operations] somewhat more expensive to 
the carriers and somewhat less convenient to the public.” 

That this limited and restricted truck service which we have been permitted 


to conduct has failed to preserve our less-than-carload traffic is shown by the 
following table: 


Illinois Central Railroad Co. (including Yazoo & Mississippi Valley Railroad Co.) 












































Tons handled Freight revenue 
Years | | | 
Total | Percent | Less-than- | Percent Total Percent | Less-than- | Percent 
carload lot carload lot 
| } pe Bult Tee © 
1930__. madl 53, 621, 124 100 1, 495, 882 100 | $117, 232, 122 100 |$13, 158, 562 100 
1935_......| 37, 722, 809 | 70 745, 034 50 80, 768, 437 69 6, 280, 888 48 
1940____.__| 44, 923, 860 | 84 788, 275 53 95, 915, 992 82 6, 312, 77 48 
1943___..._| 80, 383,319 | 150 | 1,001, 499 67 195, 345, 537 167 | 8,039, 628 61 
1946___..__| 69, 544, 630 130 1, 361, 909 91 165, 360, 742 141 | 12,055, 594 92 
1949__...._| 64, 274, 652 120 773, 570 52 203, 743, 199 174 | 10,392, 491 79 
1952. __....| 76, 635, 163 143 576, 482 39 252, 219, 752 215 8, 884, 089 | 68 
1606. cask 74, 991, 100 | 140 502, 746 34 254, 680, 016 217 8, 817, 331 67 
1954__._.._| 70, 964, 412 132 | 444, 748 | 30 227, 863, 568 194 6, 615, 142 50 
1955_....--| 79, 694, 440 | 149 422, 035 28 241, 921, 731 206 5, 993, 079 | 46 
1956. ....--_| 81, 598, 832 152 386, 360 26 248, 875, 631 212 5, 405, 498 | 41 
1957___..-.| 75, 194, 210 140 326, 091 22 241, 268, 957 206 4, 912, 939 y 
1958___..-.| 67, 296, 709 | 126 269, 186 18 218, 023, 909 186 3, 964, 638 | 30 
| 





The figures shown in this table show the great extent to which our less-than- 
carload traffic and revenue has dwindled. Our total freight tonnage handled in 
1958, including our less-than-carload traffic, was 26 percent greater than in 1930, 
but our less-than-carload freight was only 18 percent of what it was in 1930. 
Total freight revenue was 86 percent greater than in 1930, but revenue from 
less-than-carload freight was only 30 percent of what it was in that year. The 
restrictions which, simply because we are a railroad, we are forced to work 
under, make it impossible for us to match the fast and flexible service furnished 
by our motor carrier competitors, and this is directly responsible for this tremen- 
dous loss of traffic and revenue by the Illinois Central. 

Unfortunately for the general public motor carriers are quite selective in their 
transportation of freight. In most small towns and cities there is no motor car- 
rier terminal or agent, and only the regular receivers and shippers of freight can 
feasibly get motor carrier service. The truck passing through stops at their 
place of business, but the member of the general public has no dependable way 
to contact a truckline for pickup or delivery. Thus the railroad which usually 
does have an agent and depot available to serve all of the public gets the 
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sporadic, irregular, and less profitable type of less-than-carload traffic, which it 
js forced to handle in a costly and inefficient manner to protect the selective 
motor carrier industry from competition. Motor carriers also simply refuse to 
provide service to some areas where they hold common carrier certificates, or 
they put in rates which amount to embargos on traffic. A receiver of a less- 
than-truckload shipment in or near a town without a motor carrier terminal 
may have to go many miles to the nearest terminal of that motor arrier to get 
the shipment, whereas by rail the shipment will be at the nearby depot if it is 
not delivered to his door. This problem arises particularly with RFD mail- 
order house customers. Motor carriers do not have the nationwide interchange 
routing of LTL freight, so again a shipper must resort to rail (or REA) service 
unless he has the resources and traffic volume to search out or induce special 
motor carrier arrangements. 

We think it deplorable that even though we provide far greater real common 
carrier service to the general public (including the regular volume shipper or 
receiver) we are not allowed to improve our operations because we might be 
“too competitive” with the highly selective operations conducted by most motor 
carriers. This is doubly frustrating because motor carriers have been fully per- 
mitted to become highly competitive with us, and much motor carrier traffic can 
be identified as formerly moving by rail. 

Not only has the Illinois Central lost the greater part of its less-than-carload 
traffic, but the increased volume and quality of the service rendered by our motor 
carrier competitors has made serious inroads on our carload traffic, such as 
petroleum and products, iron and steel, automobiles, grain, cotton, fruits and 
vegetables, and canned goods. In my opinion, that trend is bound to continue, 
and we will find the cream of our traffic being diverted more and more to high- 
way transportation unless we also are permitted to provide unrestricted highway 
service on the traffic which is tendered to us for transportation. 

H.R. 7960 or H.R. 9280 would provide that no terms, conditions, or limitations 
shall be placed on any motor carrier certificate restricting the traffic to be 
handled, the service to be performed or the operations to be conducted, merely 
by reason of the applicant’s being a railroad. In my judgment the bill is sound 
and should be enacted into law. 

In 1946, the Illinois Central, through its subsidiary the Mississippi Valley 
Transportation Co., Inc., applied to the Civil Aeronautics Board for authority to 
engage in air transportation as an air freight forwarder in domestic and inter- 
national service. The Board, however, denied our application as well as appli- 
cations which had been filed by other railroad affiliates, on the following 
grounds : 

(1) The applicants would have a competitive advantage over other air 
freight forwarders resulting from their railroad connections. 

(2) Because the applicants were controlled by railroads, an incentive to 
divert potential air freight to the railroads would exist. 

Air freight is a relatively new but developing service. Wearing apparel, 
pharmaceuticals, and cut flowers are just examples of commodities which are 
now largely moving by air. The competition of air companies handling cargo 
will become more and more acute. Unless the Illinois Central and other rail- 
roads are permitted to meet such competition by themselves moving freight 
by air when freight which is tendered to them for transportation can most 
expeditiously and economically be transported in that manner, further inroads 
will be made not only into their package freight but much of their high value 
carload freight as well. H.R. 7961 or H.R. 9279 would remove this artificial 
and unjustified discrimination against railroads which seek to move freight 
by air, and it should be enacted by the Congress. 

Of all the large railroads in the United States, the Illinois Central has prob- 
ably more competition than any other with barge lines, paralleling, as it does, 
navigable rivers throughout its system. A great deal of our petroleum and 
products, iron and steel, sand, gravel, crushed stone, bituminous coal, grain 
and soybean traffic has been diverted from our railroad to the rivers, possibly 
never to return. Of these, the largest item from the standpoint of tonnage is 
coal, much of which originates on our railroad and which we are forced to 
turn over to our barge competitors. 

There are limits to preventing the loss of our traffic by rate adjustments 
and improvement in service. The only way by which we can prevent this 
continuing erosion of our traffic is to ourselves barge that traffic we are tend- 
ered which can be most economically handled by barge. Very great difficulties 
would be encountered, however, were we to seek to institute such operations, 
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because of the special burden of proof which the Panama Canal Act of 1912 
places on railroad applicants in such a case. Again, I think we should pe 
placed on the same basis as any other applicant by the passage of H.R. 7962 
or H.R. 9281. 

The Illinois Central was incorporated in 1851 and has been engaged in the 
transportation business ever since. Technological changes, advances in the 
transportation art, and subsidies to our competitors have resulted in some 
services which we perform by rail becoming obsolete and outdated. For various 
reasons, such as expedition or economy, shippers find service by rail no longer 
satisfies their needs. As transportation and merchandising methods change, ag 
truck and air transportation develop, as more and more public money is poured 
into highways, waterways, and the air transportation industry, we find we 
are simply sitting ducks, condemned to watching our former traffic move phy 
highway, by river, and by air. The only remedy for this situation is to permit 
us to keep up with these changes and to permit us to transport freight which 
we are tendered in the manner which meets the needs of the shipper. As the 
Honorable Oren Harris, chairman of the Committee on Interstate and Foreign 
Commerce, House of Representatives, said in an address in Dallas, Tex., on 
October 1, 1957: 

“Under such arrangement, the allocation of traffic among the various modes 
of transportation would be made primarily by the actions of hardheaded, com- 
petent management upon the basis of service which each could do best or most 
economically, rather than by shippers on the basis of service considerations or 
competitive pricing, or by some regulatory agency directly or indirectly exer- 
cising some opinion as to the theoretical economic advantage each might possess,” 

The flight of our traffic to truck, air, and water competitors, and the increase 
in private transportation by shippers of their own freight, has resulted and is 
continuing to result in our know-how and facilities lying idle, which means a 
contraction of our plant with consequent higher unit costs. If we had been 
able to retain the revenue from traffic diverted to trucks and barges since World 
War ITI by being able to ourselves operate those media of transportation, it un- 
doubtedly would have been unnecessary to seek all of the postwar general rate 
increases which we did seek. Those rate increases, moreover, caused an even 
greater diversion of our traffic. 

There are those who contend that in preference to a unified transportation 
company under one management, the same objectives can be attained through 
coordinating the services of the different modes of transportation while re- 
taining independent management in each field, particularly by establishing joint 
rates between different types of carriers. While efforts in this direction are 
a wholesome thing, I am convinced that a unified transportation company, 
operating under one management in several different fields can attain flexibility 
and efficiency which cannot be attained otherwise; certainly, single managerial 
responsibility would be a distinct advantage to the shipping public. 

While the railroads are the backbone of any transportation system, if they 
are to remain progressive and if they are to be given the opportunity of regain- 
ing their financial health, in the interest of the preservation of a strong national 
transportation system for the benefit of the economy as a whole as well as for 
the national defense, they should be allowed to diversify their operations just as 
other businesses do. In industry generally, diversification has been demon- 
strated to be sound economic practice. Diversification for the railroads means 
making use of technological development in other fields of transportation. 
Special restrictions in this regard, applicable to the railroads but not to others, 
should be wiped out. 

Aside from the obvious benefits that can be expected to flow from transport 
diversification as such, removal of the special restrictions upon railroad use 
of other forms of transportation will enable the railroads to share in the use of 
facilities furnished their truck, water, and air competitors through tremendous 
public subsidies to which the railroads, as important taxpayers, contribute. As 
it is, the railroads not only must provide their own comparable facilities out 
of their own pockets, but, as large taxpayers, must share heavily in the cost of 
expensive projects vitally benefiting competing transportation agencies. It is 
only fair that this situation be corrected. 

Lifting these artificial restrictions against railroads engaging in truck, air, 
and water transportation, would simply place the railroads on the same basis 
as any other person or interest seeking to engage in such operations. We no 
longer would be out on strikes before we got up to bat. We would still, like 
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any other applicant for such authority, have to establish that the operations 
which we propose to conduct are required by the public convenience and neces- 
sity or are consistent with the public interest. The existing restrictions had 
their genesis in the belief that railroads, if permitted to enter other fields of 
transportation, might, by means of financial strength and predatory rate prac- 
tices, drive out independent operators and achieve a monopoly, but this fear is 
absolutely groundless today. In determining whether a railroad should be 
permitted to engage in some other type of transportation, the regulatory agency 
would necessarily consider the competitive effect upon existing carriers in that 
field. The practices in which we engaged in competing for traffic would be 
under the constant surveillance of such regulatory agencies. 

Moreover, the changed economic conditions of today afford an even more im- 
portant safeguard against any possibility that this proposal would make it 
possible for the railroads to achieve any undue domination of these other fields 
or to stifle technological advances in them. In relation to their nonrail com- 
petitors the railroads certainly no longer enjoy the advantage of greater finan- 
cial strength. The intense competition which exists today in the transportation 
industry would quickly overcome any attempt by railroad management to delay 
technological improvements in another fleld. 

The unfair and unjustified discrimination against the railroad industry, which 
is the result of the present law and administrative interpretation of that law, 
should be ended by the passage of legislation along the lines of the proposed 
bills. 

I appreciate the opportunity of testifying before your committee. 


Mr. Witu1aMs. I regret the necessity of making this announcement 
before we adjourn, but a request was made on the floor of the House 
a few minutes ago to permit this committee to sit this afternoon 
during general debate. The Speaker refused to recognize the Mem- 
ber making that request for that purpose, in view of the heavy legis- 
lative schedule on the floor this afternoon, so because of that, we do 
not have permission to sit this afternoon, and it will be necessary for 
us to adjourn until 10 o’clock in the morning. 

I was hoping we might be able to sit, but circumstances make it 
impossible. 

(Whereupon, at 12:50 p.m., the hearing was recessed, to reconvene 
at 10 a.m., Wednesday, Feb. 3, 1960.) 
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WEDNESDAY, FEBRUARY 3, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 
1334, New House Office Building, Hon. John Bell Williams (chair- 
man of the subcommittee) presiding. 

Present : Representatives Williams, Staggers, Friedel, Springer, De- 
rounian, Collier, and Moulder. 

Mr. Witi1aMs. The committee will come to order, please. 

This morning the Subcommittee on Transportation and Aeronau- 
tics continues its hearings on six bills introduced by Mr. Rogers 
of Texas and Mr. Bennett, respectively, to amend the Commerce and 
Civil Aeronautics Acts with reference to transportation diversifi- 
cation. 

This morning our first witness will be Mr. Bradley D. Nash, rep- 
resenting the Department of Commerce. Mr. Nash, I believe, is 
Deputy Under Secretary for Transportation. 

Mr. Nash. 


STATEMENT OF HON. BRADLEY D. NASH, DEPUTY UNDER 
SECRETARY OF COMMERCE FOR TRANSPORTATION 


Mr. Nasu. Mr. Chairman 
_Mr. Wittias. If you will identify yourself for the record, please, 
sir. 

Mr. Nasu. My name is Bradley Nash. I am Deputy Under Secre- 
tary of Commerce for Transportation. 

I am appearing here at the request of the committee in order to 
testify on the assortment of bills before you. With your permission, 
I would be happy to proceed. 

Mr. Wixtt1AMs. Proceed, sir. 

Mr. Nasu. I am very happy to appear before your committee to 
present the position of the Department of Commerce on the six bills 
(H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 
9281) dealing with the common ownership problem in transportation. 

The bills would amend provisions of the Interstate Commerce Act 
and the Federal Aviation Act of 1958 relating to the issuance of cer- 
tificates of public convenience and necessity for motor, air, and water 
carriers so as to provide that an application for such a certificate may 
not be denied, or special criteria imposed with respect thereto, merely 
by reason of the fact that the applicant is not engaged in the mode of 
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transportation for which such a certificate is requested. However 
rail carriers would still be prohibited from owning or having any in. 
terest in a common carrier by water operated through the Panama 
Canal. 

H.R. 7960 and H.R. 9280 also would repeal the proviso in section 
5(2) (b) of the Interstate Commerce Act, relating to combinations and 
consolidations of carriers, prohibiting the Commission from approving 
an application of a rail carrier for acquisition of control of a motor 
carrier unless the Commission finds that— 
the transaction proposed will be consistent with the public interest and will 
enable such carrier to use service by motor vehicle to public advantage in its 
operations and will not unduly restrain competition. 

H.R. 7961 and H.R. 9279 also would repeal similar provisions in 
the Interstate Commerce Act relating to the acquisition of control of 
common carriers by water not operating through the Panama Canal 
by other than water carriers. 

The existing statutes on this subject have grown up over a period of 
year's in response to specific conditions. Except in the statutes pro- 
hibiting ownership by railroads of water lines operating through the 
Panama Canal and ownership of any form of domestic surface ear- 
riage by freight forwarders, the statues generally prohibit ownership 
of one mode of transportation by another except where the regulatory 
agency finds that such ownership is consistent with the public interest, 

Administration of the several statutes by the various regulatory 
agencies shows no consistent pattern. The Civil Aeronautics Board 
has generally prohibited completely the control of air transportation 
by surface carriers. Although rail carriers operate some motor car- 
riers, such operation is generally restricted to that which is auxiliary 
or supplemental to train service. Rail carriers may also be permitted 
to control water carriers, other than those forbidden by the so-called 
Panama Canal provisions, but the ICC has very rarely granted this 
permission. In still other cases, there appear to be no statutory re- 
strictions whatever against common ownership. For example, owner- 
ship of railroads and pipelines by certain forms of transportation, and 
possibly other cases. 

Considering the fact that all forms of transportation are to a degree 
both competitive and complementary in the services they offer the 
public, the present situation with respect to common carrier owner- 
ship is unsatisfactory from the point of view of a coordinated trans- 
portation policy. It is, therefore, appropriate to consider new 
legislation in this field which would provide a more coordinated and 
flexible policy for this common ownership problem while protecting 
the public interest. 

While recognizing the need for a reconsideration of present laws, the 
Department does not agree with the proposed policy precisely as con- 
tained in the six bills under consideration today. The effects of these 
bills would appear to be to give carte blanche approval of common 
ownership. This would appear to restrict the regulatory agencies in 


their effort to preserve competition, and possibly frustrate the balanced 
and orderly development of our transportation system. 

The Department believes that public policy would best be served by 
the prescription of appropriate standards for regulatory commissions 
to follow in reaching case-by-case determinations. Such standards 
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would recognize those situations where a combination of common car- 
rier services by several forms of transportation would provide public 
benefits considerably in excess of the separate services under separate 
ownership or control. 

Examples of such situations might be those relating to: end-to-end 
domestic ownership (where two different modes of transport serv- 
ing different territories join at a common terminal to ane through 
routes and joint rates) ; or, for example, branch or feeder line opera- 
tions for all types of carriers (railroad acquiring a motor carrier 
paralleling a railroad branch line and abandoning the branch line) ; 
roll-on-roll-off operations between water and land carriers; air-motor 
carrier operations ; and railway right-of-way pipelines. 

Such a statute might include the following administrative and eco- 
nomic criteria as guides for deciding common ownership cases, and 
I would like to list four, if I may: 

1. Prevention of monopoly or restrictions on competition contrary 
to the public interest. 

2. Fostering of technical and business development. 

3. Prevention of combinations to cover inefficiencies or losses of 
different forms of transportation. 

4. Provision of public benefits in excess of those possible by sepa- 
rate transport firms, including savings in cost, greater productivity, 
and new developments not otherwise possible. 

Serious consideration should also be given to means of coordinating 
the actions of the regulatory agencies affected by common ownership 
of air, land, and water transportation. 

We believe that the adoption of appropriate legislative standards, 
such as we advocate here, will materially assist in the solution of the 
common ownership problem by allowing the public whatever advan- 
tages are contained in that policy, and at the same time will enable 
the regulatory authorities to protect the public against abuses. 

We should be happy to cooperate with your committee in develop- 
ing a specific legislative approach along the lines I have indicated. 

Mr. Wiu1ams. Thank you very much. Does that conclude your 
statement ? 

Mr. Nasu. Yes, sir. 

Mr. Wiu1AMs. Mr. Staggers, do you have any questions? 

Mr. Sraccers. I do soe have any questions. I would like to make a 
statement. I know the gentleman very well. He has been one of my 
constituents and one of my opponents in the past. 

I will read with interest whktane you have to say, Bradley. 

Mr. Nasu. I might add, that the affection in which Mr. Staggers 
is held in the community was attested to during the attempt I made to 
act as a competitor to Mr. Staggers. 

Mr. Deroun1an. Mr. Nash, on one of your suggestions for economic 
criteria, you state that in deciding common ownership of cases there 
should be the criteria of prevention of monopoly or restrictions on 
competition contrary to the public interest. Is that not in and of itself 
one of the guideposts of the Commission today regardless of how the 
law is amended ? 

Mr. Nasu. Yes, I agree to that, and it certainly should be. It is part 
of our basic law and policy. I would not say, however, that in the 
listing of these provisions, which are not necessarily entirely original, 
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that it would be appropriate to leave them out because they are very 
basic. 

Mr. Derountan. They are very basic? 

Mr. Nasu. Yes, they are very basic, Mr. Derounian. 

Mr. Derountan. Do you have through your council, Mr. Nash, a 
suggested criterion which could be added to the existing bills to make 
them satisfactory ? 

Mr. Nasu. Yes. As we indicate, we could in a very brief period 
give you some, I hope, helpful suggestions, which might be incorpo- 
rated. We would be happy to make them available. 

Mr. Derountan. Thank you very much. 

Mr. Witi1aMs. Mr. Friedel. 

Mr. Frrevet. Mr. Nash, on page 3 of your statement, in the first 
paragraph, you state: 

While recognizing the need for a reconsideration of present laws, the Depart- 
ment does not agree with the proposed policy contained in the six bills under 
consideration today. 

To me that is not clear, and I would like to know what you are sug- 
gesting to correct the situation. 

Mr. Nasu. Yes. That is a difficult sentence, and we are dealing with 
sort of a difficult problem here, because there is much contained in this 
legislation which we are heartily in accord with; yet we felt that it was 
altogether too wide. I use the words “carte blanche” in here. Thatis 
perhaps too wide an approach to the problem. We felt it would be 
most helpful if the regulatory agencies had some particular guidance 
from Congress which would approach the matter from the universal 
overall approach of all the regulatory agencies, instead of the piece- 
meal or partial approach now provided by the separate existence of 
these agencies. 

We talk about joint board in here, through routes, joint rates—all of 
which would be part of our recommendations which we might make if 
you invited us to submit them. 

Mr. Friepet. Would you care to furnish us with your recommen- 
dations on proposed legislation ? 

Mr. Nasu. We would be very happy to. 

Mr. Friepext. Mr. Chairman, that is all. Thank you very much. 

Mr. Wiriuiams. Mr. Nash, I believe you stated on page 2 that the 
policy of the statutes in this respect as they have been interpreted by 
the Interstate Commerce Commission—and I presume also recognized 
by the Department of Commerce—you say that the statutes generally 
prohibit ownership of one mode of transportation by another except 
where the regulatory agency finds that such ownership is consistent 
with the public interest. You have taken one approach. 

What would be your comment if such a policy would be that it is 
prohibited except where the regulatory agency finds that such owner- 
ship is not inconsistent with the public interest ? 

Mr. Nasu. Well, that is an approach along the lines we are dis- 
cussing. 

Mr. Wru1aMs. I understand, but there is a difference in the ap- 
proach. That would shift the burden of proof. 

Where would the public interest be injured by shifting the burden 
of proof in that respect to show it was not inconsistent with the pub- 
lic interest ? 
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Mr. Nasu. Well, as you know, proceedings take time, and as to 
who supplies the burden of proof, as to whether something is helpful 
or harmful, frequently is involved in a time element. 

Mr. Witu1aMs. This would make it not a question of whether it was 
helpful. It would make it a question of whether it was harmful to 
the public interest by shifting this. 

Mr. Nasu. I think there is much 

Mr. WitttaMs. If it is not harmful to the public interest—and, of 
course, that means that it would not be in violation of the spirit of the 
antitrust laws, and so forth—what would be the harm in one mode of 
transportation owning another mode of transportation, if it is not 
inconsistent with the public interest ? 

Mr. Nasu. Well, of course, always with that clause there is no 
harm, if it is inconsistent with the public interest, that is absolutely 
necessary. 

Mr. Witu1AMs. That is quite true. 

Mr. Nasu. However, you then proceed under some guidelines and 
rules. 

Mr. WitiraMs. This makes it an affirmative approach; if this policy 
is correct, and I assume it is, this requires a showing that it is con- 
sistent or that it promotes the public interest. ' 

Mr. Nasu. Yes. I think there is no quarrel with that language at 
all, Mr. Williams. 

The only point is that there are some guidelines in which you would 
take those steps. Now, whether you say consistent or inconsistent 
with or opposed to public advantage, is, I think, just a question of the 
use of words. 

What we are trying to say here is that if such a policy is adopted, 
it should have some rules and guidelines within which all the regula- 
tory agencies would have presumably a common interest in coopera- 
ting. 

Mr. Wiu1aMs. Now, in a case where railroad “A” desires to buy 
truckline “B,” they go before the board to ask for a certificate, they 
ask to receive a certificate for the purchase of truckline “B.” The 
board then must give notice to all interested parties, must it not, or 
rather the Commission must. 

All interested parties then have a right to come in and protest, do 
they not, if they feel that it is against the public interest. 

At present, if I interpret your statement correctly—and I am as- 
suming that it is correct—this policy requires that railroad “A” seek- 
ing to purchase truckline “B” must prove that a certificate permitting 
them to do this would promote the public interest. 

Would it not be proper and more in keeping with our system to 
require that the protestants prove that it is not in the public interest ? 

Mr. Nasu. Yes. I think you are getting into the Corporate Pro- 
cedures Act which is a little outside this, and the procedures and 
methods of handling cases within the regulatory agencies. It is a very 
important subject. I would like a little bit to be more prepared before 
I would testify as to the exact method. We have had a lot of conver- 
sation and controversy. A former Commissioner of the Civil Aero- 
nautics Board, Louis Hector, has made some comments and there have 
been comments by all types of authorities in the field of transportation 
in regard to the appropriate procedures of the regulatory agencies. 
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I certainly agree and I believe that Chairman Durfee of the Ciyj] 
Areonautics Board has testified to, the handicaps which now exist in 
the law as to the procedures and delays which must take place. 

On the other hand, of course, you have got to have some kind of 
judicial action. I would be very happy to be much more responsive to 
the question if you would like to have us, We have tried to limit our. 
selves a little bit more here to common ownership rather than the 
procedures. 

Mr. Wiuti1ams. We can delve into that point if it appears to be 
pertinent with other witnesses. 

Mr. Nasu. Yes. 

Mr. Witu1Ams. I would certainly not wish to burden you with any 
additional responsibility and interest. 

Mr. Nasu. There are many people, I am sure, in the room who can 
testify at great length as to the problems of actions in the regulatory 
agencies, and I think they would feel the regulatory agencies in turn 
are bound by law. 

Mr. Wiui1AMs. Are there any further questions ? 

If not, thank you very much, Mr. Nash. 

Mr. Nasu. Thank you. 

Mr. Witiiams. Mr. Alfred E. Perlman, president of the New 
York Central. Weare glad to have you, Mr. Perlman. 

Proceed Mr. Perlman. 


STATEMENT OF ALFRED E. PERLMAN, PRESIDENT, THE NEW YORK 
CENTRAL RAILROAD CO. 


Mr, Perrman. My name is Alfred E. Perlman. I have spent all my 
working life in the transportation business, and since 1954 have been 
president of the New York Central Railroad Co. I have worked on 
several other railroads, including 18 years with the Denver & Rio 
Grande Western Railway. 

When I left that railroad, I was executive vice president and also 
chairman of the Rio Grande Motorways. 

I have also served as a consultant for the U.S. Government, the 
Government of Korea, and the Government of Israel on matters per- 
taining to the economic and construction problems of the railroads in 
those three countries. 

Here in the United States with the RFC and the Defense Plant 
Corporation, and directly for those other governments. 

In my belief, the American public today is getting short-changed 
on its transportation bill. Users of transportation are not getting 
the kind of transportation service their money could and should buy. 

The reason they are not getting what they are paying for is not be- 
cause of any lack of imagination, ability, or willingness on the part 
of the companies engaged in transportation. The real swindlers are 
the outmoded laws and regulations that practically forbid the develop- 
ment of truly modern transportation systems. 

In our transportation picture in this country, there is an abundance 
of rail carriers, highway carriers, water carriers, and air carriers. 
But there is not a single carrier which can provide transportation 
service, as such. 
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A true transportation company could offer its customers the best 
service its management could devise, whether by rail, highway, water, 
air, Or & combination of all or any of them. The service would be 
tailored to meet the needs of the customer—in terms of speed, flexi- 
pility, handling, and of cost. 

As an example, if Ingersoll Rand from one of their factories wanted 
to send some mining machinery some place out in the Rocky Moun- 
tains, if there was one transportation company, that transportation 
company could take it by the highway to a railhead, take it by rail out 
some place in Colorado, take it then again by highway, and probably 
by air to certain remote areas. 

Today there is no way of doing that. 

Most important, the service could be performed with maximum 
eficiency and economy, without the waste that is inherent in the 
present state of affairs. 

As a matter of fact, the United States is the only country in the 
world that does not permit integrated transportation. The Canadian 
Pacific Railway Co. owns more trucks than any other enterprise in 
Canada. Its steamships ply the waters of the Pacific and the Atlantic. 
Its airlines operate from Australia to the Netherlands. Its highway 
subsidiary carries newsprint paper to the New York Times. 

The president of the Canadian Pacific has stated that only through 
integrated services has that company been able to continue its opera- 
tions under the private enterprise sytsem. 

We do not have transportation companies in the United States today 
for one reason, and one reason only. Restrictions in present laws 
make it impossible. The public is paying the price of these restric- 
tions in higher cost for poorer service. Why has the Congress put a 
premium on inefficiency and restricted service ? 

If the different forms of transportation had agreed among them- 
selves to divide markets and mutually restrict service based only on 
the form of service each has performed in the past, they would be 
quickly called to account by the Department of Justice or other en- 
forcement agencies of the Federal Government, and rightly so. 

Yet the present laws and regulations bring about precisely the same 
result. By legislative sleight-of-hand, we have converted illegal re- 
straint of competition into just and reasonable regulation, supposedly 
designed and administered to preserve competition. 

In my judgment, the public will never get the benefits of the modern 
transportation service to which it is entitled, and which the industry 
peoeey capable of providing, until this group monopoly is broken 

own. 

From the standpoint of my own company, we are practically fore- 
closed from providing service by air, even if we could prove a need 
for the service. 

As a railroad, we are subject to special restrictions, which do not 
apply to other applicants, if we try to offer service by water carrier, 
or try to acquire a water carrier. 

In fact, a railroad must meet special tests even as to water carrier 
service that, offered by a nonrailroad company, would be completely 
exempt from regulation. Similarly, if we would enter the motor car- 
rier field, we must meet special tests imposed on no other companies. 

Is it not a striking commentary on how mixed up we hava haeama, 
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that one of the Nation’s largest taxpayers is, to all intents and pur. 
poses, denied the use of public highways and waterways which its 
taxes support, while other private individuals or corporations haye 
that privilege? 

It is rather striking to me that a private corporation can ship } 
its own bargelines, by its own trucklines, use its own airlines, and have 
its own railways, and manufacture and transport the articles that it 
makes, but a railroad cannot do anything like that. 

Anyone with a few dollars to rent a truck can go into the trans. 
portation business. With equipment leasing what it is today, thou- 
sands of private truckers can operate on a few common carrier certifi- 
cates. 

But the railroads may use the highways their tax money helps to 
build only sparingly, hemmed in with key points and other restric- 
tions, and then only if the Interstate Commerce Commission finds that 
a railroad may do so— 
without such an alteration in the existing competitive situation as would geri- 
ously endanger the operations of presently authorized independent motor 
carriers. 

_ If that is not helding up a monopoly, I do not know what is. This 
1s competition ? 

The net result of all these restrictions is that railroad companies 
like the New York Central have been severely handicapped in our 
efforts to make use of new techniques to develop new and better 
services. 

This not only has hurt our company, it has hurt our customers, 
and it has hurt the transportation industry. 

It has hurt the Nation in two ways: Our country has been held 
back several decad«s in the development of true transportation com- 
panies who can offer their customers, including the commerce, de- 
fense, and postal service of the United States itself, whatever type of 
service best suits their needs. Our country has the doubtful dis- 
tinction of being unique in this regard. No other nation imposes 
similar restrictions on its carriers. 

The second way in which these restrictions have hurt the Nation is 
by greatly increasing the total transportation bill which economists 
call the transportation burden. This is because the policy of group 
monopolies inevitably promotes uneconomic practices. Unnecessary 
duplications and, more important, traffic moved without regard for 
the efficiency and economy of the move, add billions to the cost. 
These billions must eventually be paid by the consuming public and 
the taxpayer. 

Waste of this sort is never palatable. Today, the United States 
is faced with the greatest economic challenge it has ever known. And 
such waste is suicidal. 

The Russians chortle when they see our archaic transportation poli- 
cies at work, and when Mr. Khrushchev, in California, saw our con- 
gested highways with automobiles bumper to bumper, containing an 
average of less than two passengers, his public reaction was: “What 
a waste.” 

Why has diversification in transportation become so controversial 
an issue? 
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We have proof of the benefits other industries have enjoyed and 
have shared with the public through diversification. Not only have 
many companies in other fields prospered through product diversifi- 
cation since World War IT, but there has also been with it a develop- 
ment of new product lines which otherwise might never have come 
about. re ee: 

We have examples of the benefits of transporation diversification 
right in our own backyard. In Canada, as I said before, the Canadian 
Pacific and Canadian National Railroad companies have, for years, 
engaged in motor, water, and air transportation. They have taken 
full advantage of new techniques in all types of transportation. As 
a result, their customers, the Canadian public, have been the bene- 
ficiary of the liberal Canadian policy. 

What we are asking of Congress is not even product diversification. 
We are seeking a modern way, under modern regulation and modern 
thinking, of producing the only two products we make—ton-miles 
and passenger-miles. 

We believe that any transportation producer should be allowed to 
produce transportation with equal competitive opportunity by any 
mode. 

Our customers are the primary judges of our products, and the 
fact that they are buying both of our products in less volume through 
these years of a rapidly expanding national economy should be con- 
vincing proof of our need to diversify our means of production. 

We have an indicator of this in the successful development of the 
New York Central Flexi-Van service, and the piggyback services of 
other railroads. There is a real demand for carriers which can use an 
eficient, economic combination of transportation methods. Such ex- 

rimentation should be broadened, and the broadening encouraged 

y the enactment of bills of the sort we urge today. 

We would certainly never have spent the time and effort and money 
on developing this Flexi-Van type of container if we thought we 
would be barred forever from the highways and the waterways of this 
country. 

My objective in urging the passage of these bills is simple. I want. 
to be able to offer my customer the transportation service he needs. 
If railroad service does not meet his needs on a particular shipment, 
I want to be able to handle it by truck or barge or by whatever means 
necessary. 

One of the most foolish sidelights of the present situation is that 
the restrictions of the laws do not apply equally even among the 
various railroads, 

For example, when I was with the Rio Grande, we had nowhere 
near the problem with motor carrier restrictions that the Central 
does today. That was because the Rio Grande got into the motor car- 
rier business before regulation, and much of its authority was ob- 
tained under grandfather rights. 

Today, the Rio Grande operates a truly competitive motor service 
over many routes. And, so far as I know, no one claims that these 
operations are not in the public interest. 

Mr, Wiui1aMs. Does that mean, Mr. Perlman, they are competing 
with themselves? 
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Mr. Pertman. They are competing with themselves in many places 
and they are also competing with other trucklines, but they are com. 
peting with themselves and they have done away with certain of the 
uneconomic services that they would have had to continue if they did 
not. 

As an example, I show here just what happened. When I came 
to that railroad, a third of its mileage was narrow gage and freight 
passengers and mail had to be transferred from the standard to the 
narrow gage, or vice versa. Passengers leaving Denver for Duran 
required overnight and a full business day for the journey. Mail 
and express was the same, and newspapers—you would get the eve- 
ning paper, the Denver Post, the next night in Durango. Freight 
took a minimum of 3 days, for it had to be transferred at Alamosa 
from standard to narrow-gage equipment. 

The narrow-gage lines were obsolete and cost us $1.80 to operate 
for every dollar of revenues we took in. We had to keep it going 
because there was no other way to get these products and passengers 
to the various communities. But by the substitution of bus and 
truck service, we were able to give the public in that area overnight 
service to Durango, both for freight and passenger, and save much 
of the wasteful narrow-gage operations. 

Even the ore, which was loaded into narrow-gage cars and had to 
be thawed out in winter to be transferred into standard-gage cars— 
a costly procedure—now moves from mine to smelter in large, heated 
Rio Grande Motorway units without transfer of lading. 

Actually, in the early days of this service, our motor operations lost 
money and common carrier truckers shunned the bulk of the service, 
But we were able to open new routes and expand the service 
to the public because we saved so much on the obsolete narrow-gage 
rail operations that we were able to give better service to the public 
and still save money in our overall motorway operations, and the 
common carrier trucks would not have any part of it, they were dirt 
roads, they were bad, snow conditions in the wintertime, common car- 
rier truckers could not make a profit, but our loss on the narrow-gage 
operations was so great we could take a loss on the trucking operations 
and still save money on our overall transportation operations and, be- 
sides that, cut a day off on the service to our customers, so that while 
we were losing money on the motor operations for several years, our 
overall costs were actually less and we were allowed to abandon 
many, many miles of that uneconomic narrow-gage service and still 
give good, adequate service to the people in those areas. 

As a matter of fact, when we asked for abandonment of the nar- 
row gage through Gov. Dan Thornton’s hometown in Gunnison, not 
one objection was raised to the abandonment of 180 miles of narrow- 
gage because we were giving them service that was more adequate by 
our motorway in those communities. 

This is the kind of thing I am talking about today and this is the 
kind of thing we have got to do on the Central. And the Central, 
which came into the motor carrier field somewhat later, could accom- 
plish much of the same results in its less-than-carload operations 
today. 

But because it came into the field later, it has restrictions in all of 
its certificates. Our motor carrier authority is riddled by key points; 
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we have 46 of them altogether, just in substitute service—46 key-point 
restrictions, which make it impossible for us to use our authority 
eficiently. In other words, it makes it impossible for use to give 
the public the service to which they are justly entitled. ’ 

For example, when we have less-than-carload freight in our freight 
house in New York City and we would like to move it overnight to 
Albany rather than take 2 days by putting it into a boxcar, taking it 
up there and getting it back out and all, we are not allowed to take 
that with our own trucks from New York to Albany. We are one of 
the largest taxpayers in the State of New York and we cannot carry 
that freight that is in our freight house from New York to Albany 
by highway with our own motorway service. We have a key point 
restriction at Poughkeepsie that would make us unload that freight 
at Poughkeepsie, and many of the people at Albany say, “Why can’t 
you give us better less-than-carload-lot service at Albany ¢ ' 

They just do not understand it, and we could give it to them in a 
few hours, if the New York Central Transport. Co. were allowed 
tomove our freight from our freight house in New York to our freight 
house in Albany. Weare not allowed to do that. 

Now key point and other restrictions are supposedly designed to 
protect the traffic of independent motor carriers. In fact, however, 
they have made railroad traffic a sitting target for these same motor 
carriers. This less-than-carload-lot that I first talked about, when 
the Central first filed for authority to use substitute motor service in 
1946, we had 314 million tons we were carrying; today we are carry- 
ing less than half a million tons of this less-than-carload-lot. 

We had a report by A. T. Carney & Co., an engineering consulting 
firm that is used both by truckers and railways and everv form of 
transportation. They have told us we have got to get out of the less- 
than-carload-lot freight business. There is no way under present 
laws that we can handle that without a burden to interstate commerce. 

Now if our motorway was allowed to handle that, we could go right 
on and handle it just like the Rio Grande Motorways handle it. It 
would still be carried probably at some loss but nothing like the stag- 
gering loss that these outmoded practices today are putting it into 
these boxcars for these short distances and hauling it up to Albany 
require. 

What public benefit is there to justify the continuance of these 
restrictions, simply because the Central was not engaged in motor car- 
rier service prior to the Motor Carrier Act of 1935? 

Much of our railroad is paralleled by heavy density water carrier 
routes; the Hudson River, the New York State Barge Canal, the Great 
Lakes, and various river systems. These water routes have been built 
up at great public expense, presumably to enable common carriers to 
better serve the public. 

Yet the New York Central, which has probably been in business 
longer than any present-day water carrier, is denied the use of the 
routes. Why? 

Are the water carriers afraid we would provide a better water 
service? If not, they could hardly be harmed competitively. And if 
so, if we could give a better service, why should we not be permitted 
tooffer a superior service to the public. 
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The airlines, another protected transportation industry, have al. 
ready something of a monopoly on long distance intercity revenue 
passenger traffic, largely at the expense of the railroad passenger 
service. 

Now a new field of air service is beginning to develop: airfreight, 
The Central regards airfreight service today and for the foreseeable 
future as complementary to rail service, rather than competitive with 
it. 

You are aware, I am sure, of the fact that Central has indicated its 
faith in the development of the airfreight industry, and, particularly, 
its faith in the eventual closer integration of all transportation media, 
by entering into a loan agreement with the Flying ae Line, Ine. 

I believe the future course of this relationship will be a healthy one 
and productive for both companies. In the midst of all the cries of 
“Wolf !” from the opponents of diversification in the transportation 
industry, it is refreshing to read the testimony of Robert W. Prescott, 
president of Flying Tiger, before the CAB. 

In referring to the loan agreement with Central, he said: 

We are looking forward to cooperation with New York Central to generate 
the great potential of rail-air traffic, to joint research for a universal container, 


usable in air and on the surface, and to serving the shipping public with the 
most expedited and yet most efficient method for the movement of goods. 


On the part of the Central, we hope that, working with the Flying 
Tiger people, we can develop surface-air service that will open up 
the benefits of air cargo service to many more shippers than would 
otherwise be possible. 

The degree of our success will, of course, depend directly on the 
retention or elimination of the existing restrictions against our par- 
ticipation in the air cargo field. 

Some people, including many in the regulatory agencies, argue that 
full-scale coordination of transportation services can be accomplished 
under present. conditions without any change in laws prohibiting com- 
mon ownership, management, or operation. That sort of thinking is 
unrealistic. They say, “Why don’t you make joint through rates with 
the truckers?” The truckers, as such, are not real common carriers. 
They pick and choose the products that they want to carry either by 
their rate structure or by the fact that if something is unprofitable, 
they just do not have a truck handy to haul it, and we are left with the 
feathers and guts, the bedsprings, and the lampshades, and all that. 
Let us be realistic about through rates with the truckers. 

Competing carriers can work with each other up to a point. But 
sooner or later, one or the other is going to find himself working 
against his own best interests in promoting the coordinated service. 

In other words, that carrier will discover he would profit more by 
going it alone, even though the total coordinated service might be 
more efficient or provide a better service to the customer. At that 
point, the basic responsibilities of management to its employees and 
to its stockholders doom the coordinated service. In the long run, 
the only road to a truly effective coordination of the various means 
of transportation is the road of common management. 

As I have already discussed, the restrictions of present law bring 
about.a restraint on competition which, if a result of voluntary agree- 
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ment among the various forms of transportation, would surely be 
unlawful. 

The paradox of the situation is that the restrictions were ap- 
parently enacted to preserve competition, and to prevent the devel- 
opment of monopoly in transportation. 

Times have changed since their enactment. 

The threat of “railroad monopoly” is as outmoded as the steam 
locomotive or as the solid rubber truck tire. 

The railroads’ share of intercity freight ton-miles is about 43 

reent and 3 percent of intercity passenger miles. 

What kind of a monopoly is 3 percent of the business? Our per- 
centage of total freight revenues is even lower than the ton-mile 
percentage. ; ; : . 

Far from worrying about the railroad monopoly, as this committee 
well knows, the Nation had better worry about railroad existence. 
The bills you are now considering, which would eliminate the restric- 
tions of present law, are not vulnerable to the wornout cry of railroad 
monopoly. 

Further, if these bills are enacted, the ICC will still have the 
same power over railroad acquisitions it now has over acquisitions 
by other types of carriers. 

In other words, for the first time the railroads would be treated 
equally instead of as stepchildren. 

There could be no extensions without a showing of public need 
for the service; there could be no acquisition of one carrier by another 
without proof that it was in the public interest. All these bills do 
is put all carriers on an equal footing in presenting such cases to 
the ICC or CAB, and to speak very honestly, while I heard the 
gentleman from the Department of Commerce testify, after all, 
the Department of Commerce is only promoting, through the Civil 
Aeronautics Authority, the airlines; through the Inland Waterways, 
the inland waterways; through the Bureau of Public Roads, the 
truck traffic, and the bus traffic. They have no charge to promote 
traffic by rail. 

Actually, if they do their duty today, under the law, they are 
hostile to the railroads. They have got to be hostile to the railroads. 
If they do anything that promotes the good of the railroads, that 
might harm other modes of transportation, they are actually not 
doing their duty according to the law. That is how far we are from 
a national transportation policy or any kind of a policy in the United 
States that gives equal rights to all forms of transportation in the 
United States of America. 

So far as the Central is concerned, the term railroad monopoly is 
completely archaic. If granted the equality of treatment we seek 
here, the New York Central will become a transportation company, 
rather than a railroad company—able to use fully all the rapidly ex- 
panding technology of transportation in its most efficient forms for 
the best service to the American public. 

Despite the arguments of some of our opponents on this legislation, 
we will have—in fact, we have now—just as great an interest in one 
transportation tool as another. 

We are in business to make a profit, and I assure you that we will 
not keep traffic on the rails that could more profitably be carried on 
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other vehicles of the company. If that was not my belief and intep. 
tion, I would not be here asking for freedom to use all the tools of the 
trade. 

I cannot overestimate the value of these bills before you to the trans. 
portation industry and to the Nation. I know this committee needs 
no reminder on the state of the transportation system of the Nation 

The railroads are not alone in struggling for existence today, By 
normal industrial standards, neither the trucks, the airlines, nor the 
water carriers can be classed as profitable. I am convinced this is due 
in large measure to the very conditions this legislation is designed 
to correct. 

The overlapping, uneconomic inability to compete, brought about 
by the rigid separation of modes of transportation, has caused the 
mushrooming growth of private carriage. This has been more deya- 
stating to the common carriers in the transportation business than an 
form of intermode competition could possibly be. We do not feel that 
the competition from common carrier motor trucks is nearly as dan- 
gerous to the public transportation system of this country as the pri- 
vate trucks, and I do not believe in their heart the common carrier 
trucklines feel that the railroad competition is as devastating to them 
as the moonlighters and all the private carriers by highway. I think 
if they were to tell you their honest opinions, they would say that 
they fear this private transportation much more than they do the 
common carrier railroads, for certainly we fear the private transpor- 
tation much more than we do public carriers by highway. 

Shippers no longer must use uneconomic, inefficient, high-cost 
service. The private truck, barge and the nonscheduled airline have 
given them an alternative. If we continue to be so archaic in our 
regulatory thinking, the common carrier—rail, truck, barge or air— 
will reach the final point of no return—many are almost there now, 
And all, except the railroads, today rely on a public dole for their 
very existence. 

It does not make sense that the present restrictive approach to our 
transportation needs should strangle the common carriers of this Na- 
tion. Our national economic and military strength requires their 
healthy existence. All the tools are available for a healthy industry 
if you will permit them to be used. 

Mr. Wiuu1ams. Does that conclude your statement, Mr. Perlman! 

Mr. Peritman. Yes, sir. 

Mr. Wuu1ams. Mr. Staggers. 

Mr. Sraccrrs. I have no questions. 

Mr. Sprtncer. I have no questions. 

Mr. Wiiu1ams. Mr. Friedel. 

Mr. Frrepex. I just want to say, Mr. Perlman, I thought you made 
a very fine statement. It was forceful, constructive, and very 
enlightening. 

Mr. Pertman. Thank you, sir. 

Mr. Wuu1ams. Mr. Perlman, after listening to your statement, of 
course, as a witness before this committee, it is not difficult to under- 
stand why you are held in such high esteem by your transportation 
colleagues. You made a very forceful argument, a great deal of 
which is open to question, I must admit. I am not going to attempt 
to argue with you about the role of the Department of Commerce in 
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respect to tr ansportation, except to ask you to give just a little sup- 
porting information as to your allegation that the Department of 
Commerce is actually eng: aged in a policy and processes of penalizing 
the railroads by promoting , other modes of transportation. 

Just what other information do you have to support that, particu- 
larly since the Federal Aviation Agency is an independent agency and 
Commerce has nothing whatsoever to do with it? 

Mr. Pertaan. Well, by the very fact that in the setup in the De- 
partment of Commerce there has never been a department to promote 
transportation by rail. There have been departments to promote 
ever'y other form of tr: ansportation but that by rail, and when we— 
again I t: alk very frankly—when we tried to get an overall transporta- 
tion bill in 1958, which you gentlemen so thoughtfully worked on, the 
Department of Commerce was never any help to the railroads.. Did 
they come down here once before you gentlemen and say that we 
needed help, in a constructive way ? I cannot remember atime. I 
followed it. 

Mr. Wiuu1ams. I have seen the railroads before this committee 
seeking help any number of times. 

Mr. PertmMAn. Yes, sir. But I am talking about the Department 
of Commerce. 

Now, the only thing that is set up in the railroad industry is the 
ICC. which under the Interstate Commerce Act. was set up to throttle 
a monopoly, but not to promote transportation by rail. 

Mr. Wuu1aMs. As I say, I am not constrained to argue the points 
that you made. I merely ask for supporting statements on some of 
those points. 

One other point which you covered which is definitely open to ar- 
gument and which I would be prepared to argue is the comparison be- 
tween the U.S. transportation system and the Russian transportation 
system, and | would make that basic argument, I would base it on a 
trip this subcommittee made to Russia in 1955. 

It is quite true they do not have the problem of highway traffic jams 
and wastes as we do because they have neither highws ays nor traffic. I 
have not seen my first superhighw: Ly in flying through the entire coun- 
try of Russia. And there is one thing they just do not have in Rus- 
sia, and that is traffic jams. But as I say, I will not argue that. I 
think that you probably picked a poor form of comparison in picking 
Russia. 

Mr. Pertman. Well, sir, I base that on the point of certain experts 
that have been over there just in the last year, who have pointed out 
that the Russian railroads carry more ton-miles than the railroads of 
the United States. 

Mr. Witxtams. No other method of transportation in Russia. 

Mr. Pertman. Well, sir, they are putting their money into dieseli- 
zation and electrification ; they are buying many passenger cars. We 
are scrapping passenger cars over here, railroad passenger cars, as fast 
as we can. 

They had jet airlines in public transportation before we did. I do 
not think 

Mr. Wittiams. We visited several railroad yards in Russia and 
rode their crack train from Leningrad to Moscow and it was a steam 
train and I do not believe I have seen a single diesel engine in Russia. 


If I did, I do not recall it. 
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Mr. Pertman. Well, I think that was 1955, sir. 

Mr. WitutaMs. That was 1955. 

Mr. Periman. I think you will find not only diesel engines but elec. 
tric engines there today. They are expanding their railroad system 
very rapidly. 

Mr. Wuuiams. I believe we did see some diesel engines. 

But getting around to something more of the case in point, I un- 
derstand that the New York Central has announced that you are pro- 
ceeding with a new classification yard. 

Mr. Pertman,. Yes, sir. 

Mr. WiuttaMs. I believe it was the sixth. By more centralized 
traffic control for your local movement, one of the purposes of that is, 
one of the effects of it will be that you will cut down from a four-track 
road to a two-track road. What do you plan to do with this right-of- 
way, which undoubtedly is a very valuable asset, when you do cut 
down from four to two! Do you plan to run along, to use that right- 
of-way for, put it in use for some other method of transportation, 
that is, a pipeline or some type of conveyor belt? Or how do you 
plan to utilize that, or do you have any plans for utilizing that? © 

Mr. Peritman. Yes, sir; because we have been carrying out that 
program for the last 5 years. The first stretch was between Cleveland 
and Buffalo, and today we have reorganized our maintenance-of-way 
work so that instead of using motorcars and equipment on the track, 
we use off-track equipment, and they have that much right-of-way 
available to run their work equipment rather than on the track, along- 
side the track, and work from there. 

Now, as far as the pipelines are concerned, about 2 years ago we 
worked with the Katy Railroad on a pipeline which would come up 
from the Southwest into New York and New England. It was an 
LPG pipeline. 

To get the pipeline economically feasible, we had to have certain 
through-put agreements from the users. All pipelines are built on 
this basis, just like a building is built, after they find they can get 
enough tenants to make it economically sound. In making the study, 
we found that comig up into the Middle West there were enough 
people to get a through-put agreement, but not coming all the way 
East. 

As a result, the Katy is going ahead on the pipeline up to the Middle 
West, where, if eventually enough throughput agreements can be 
reached, we would carry on from there. 

Mr. Witi1ams. That would be your pipeline, or would you be 
leasing that right-of-way to this pipeline company ? 

Mr. Pertman. That would be partial ownership of the pipeline by 
us; partial ownership by the Katy. 

Mr. Witu1ams. Would you or do you anticipate that, should you 
decide to build your own pipeline there and go into your own pipe 
line business, that you woitla run into apparently what has appeared 
to be a difficult policy with respect to owning two modes of trans- 
portation with the ICC ? 

Mr. Pertman. No, sir; in that case I do not believe so, because the 
Southern Pacific has been successful in building a pipeline and I think 
we could probably do the same. 
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Mr. Wuiu1aMs. I have a few questions that Mr. Derounian left with 
me that he asked if I would pose these to you simply for the sake of 
the record. ib: 

Who, in your opinion, stands to gain most from a removal of the 

resent restrictions from the diversification of transportation ? 

Mr. Pertman. Well, sir, I am sure the public would gain the most 
by it because I am positive they could get better service and there 
would be less waste in these forms of transportation that are boxed in 
to certain modes, and in order to get volume they do certain things 
that they should not be doing, uneconomic things. 

Mr. Witxiams. Well, one of my questions, which is a followup— 
there is no doubt but what the railroads would gain considerably, too, 
would they not # 

Mr. Pertman. I think every form of transportation would gain, 
sir. I think that a coordinated setup would keep each mode from 
trying to cut in by cutting rates, you see, on another mode because each 
mode would be used where it had the inherent advantage rather than 
just to get volume. 

Mr. Witu1AMs. Now, his second question: Do you see any danger of 
monopoly if diversification of transportation is allowed ? 

Mr. Pertman. I think you would do away with the monopoly that 
you have now. , 

Mr. Wu1AMs. Third: How do you as a taxpayer feel about paying 
taxes to support facilities that other people are permitted to use while 
you are not ? j 

I would assume that he was referring to airports and highways. 

Mr. Pertman. Yes, sir. Well, 1 think I have made my feelings 
rather clear about that in many public statements. As an example, 
in the city of Albany, the taxes we pay on the passenger station there 
go to make up the ere rating deficit at the Albany airport. They lose 
$58,000 a year in their operation and we pay $60,000 a year taxes 
on our passenger station, and they are directly in competition with us. 

Mr. Wriu1aMs. New York Central, is that a land grant railroad ? 

Mr. Pertman. No, sir. 

Mr. WituiaMs. His fourth question: In view of your belief that 
diversification is needed, what has your railroad done up to now to 
diversify your operation ¢ 

I believe you covered that to some extent in your statement. 

Mr. Pertman. Well, we have done a lot of things that have been 
helpful to other industry, too. This Flexi-Van, both on the Rio 
Grande and Central, I have worked for about 18 years to get a uni- 
versal container and we think we have got a universal container 
because we can slide a truck body that PIE or Denver-Chicago would 
use right on the highway, and it is made by Fruehauf, right on to a 
railway car. The driver can turn it parallel with the car and it can 

o right on the rail. It has been and is being used by the President 
teamship Lines, and other steamship lines, this same truck body or 
container, for shipment. to the Orient and to Europe. 

In our technical research center now we have developed a snow 
removal device that all the top people in the CAA and other air, the 
military people, have been out to see because that will let our strategic 


bombers come into these fields today where they are held out with 
ice and snow. 
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We are working on developing of the air cargo with Flying Tiger 
which is the largest air cargo outfit in the country. 
We are trying in every way within the law to do everything pos. 
sible to diversify because we think it is the only way the economy 
of these United States is going to survive against foreign competition, 
Mr. Wiiu1aMs. Mr. Perlman, you were in the room, I believe, when 
I interrogated Mr. Nash regarding the policy of, as it has been inter. 
preted by the ICC and the Department of Commerce 

Mr. PerumMan. Yes, sir. 

Mr. Wiiu1AMs (continuing). With respect to the burden of proof 
being on the railroad itself or on the one mode of transportation 
seeking a certificate for another mode of transportation. Could this 
entire problem not be resolved simply by an amendment to the law 
which would impose the burden of the proof upon the opponents or 
protestants to show that such a merger would be contrary to the 
public interest ? 

Mr. Periman. I believe it could, sir. I think that would be the 
same thing as the present law being when you are hailed into court, 
you have to prove yourself innocent. 

Mr. Witu1aMs. That is the point. 

Mr. Pertman. I think what you say is you would have to be proved 
guilty. You have to be proved you are doing something that was 
not in the public interest. I think you would be absolutely right: 
that that change would certainly simplify a lot of this procedure. 

Mr. Wixu1aMs. To what extent would that take care of the present 
problem? Or to what extent. would that clarify the situation, as it 
now stands, with respect to joint ownership of two modes of trans- 
portation ? 

Mr. Preriman. I think there would still have to be some doubts 
cleared in the various commissions’ minds about these modes of trans- 
portation, because even today, though we prove that we can do cer- 
tain things profitably, even in ratemaking we are not allowed to 
make rates that might hurt some other form of transportation. I 
think that even though the Transportation Act of 1958 tried to clarify 
this, some of these rate cases that we have had up still do not show 
clearly that the Commission understands this thing about compe- 
tition. 

Mr. Witui1aMs. Any further questions. 

Thank you very much, Mr. Perlman. 

Our next witness—— 

Mr. Nasu. Mr. Chairman, could I have just a moment to make a 
comment upon the past testimony, either on or off the record, with 
regard to the Department of Commerce. I will. be very brief, but 
I think it will be helpful. 

Mr. Witu1aMs. All right. Go ahead, sir. 

Mr. Nasu. I will stand soI do not take too much time. I just want 
to say the comments by Mr. Perlman, for whom I stand second to 
none in respect for his judgment, do not seem to do anything else but 
reflect the problem which we in Government have in bringing to- 

ether a coordinated transportation program. For example, I would 

ike to point out that during 1957 and 1958, when Secretary Weeks’ 
Cabinet Study on Transportation was before the House and Senate, 
I would frequently see a very distinguished Senator who is in the 
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corresponding committee to yours, Mr. Chairman, who would always 
address me as coming from the “Department of the Railroad and 
would refer to Mr. Weeks as the “Secretary of Railroads.” 

I would just like to point out there is a feeling among each group 
that it has special problems, but they forget that all have special 

roblems. 

I should also like to point out, for example, that the Secretary of 
Commerce’s report was embodied very largely in the Transportation 
Act of 1958, perhaps one of the most constructive acts from the point 
of view of the railroads that has yet taken place. 

Actually, the Interstate Commerce Commission, we feel, was moved 
to introduce in the Congress 20-odd amendments, most of which, I 
think 18 or 19 of them, were taken from the Department of Com- 
merce’s, Secretary Weeks’, report. 

In every way, I agree with Mr. Perlman, as to the urgency of the 
problem. *T will say Just one other final thing, and that is that the 
Department of Commerce basic legislation, which I swore to uphold 
aa support, clearly states it is the responsibility of the Department 
of Commerce to foster foreign and domestic commerce and transpor- 
tation. It is our eternal problem to try to do that, and I do not feel 
we have been unjust to any one mode of transportation. 

Thank you, Mr. Chairman. 

Mr. Witu1aMs. Thank you, Mr. Nash. 

Mr. Perlman, do you desire a couple of minutes for your closing 
argument ? 

Mr. PertMan. No; except to say that I have great respect for the 
group in the Department of Commerce, and this was no reflection, 
any personal reflection, on the Department. I was trying to bring 
out the fact that our national transportation policy is just a little bit 
lopsided and archaic, but without any aspersions on the people who 
have to administer it. 

Mr, Wituiams. Thank you very much. 

Mr. Robert S. Macfarlane, president of the Northern Pacific Rail- 
road Co, 

May we have order, please. 

Proceed, Mr. Macfarlane. 


STATEMENT OF ROBERT S. MACFARLANE, PRESIDENT, NORTHERN 
PACIFIC RAILWAY CO. 


Mr. Macrartane. Mr. Chairman, and gentlemen, my name is 
Robert S. Macfarlane. I am president of the Northern Pacific Rail- 
way Co., with headquarters in St. Paul, Minn. 

I have spent 26 years in the transportation business, and have been 
president of the Northern Pacific for the last 9 years. 

[ have a written statement, Mr. Chairman, and I propose to sum- 
marize it in the interest of conserving time, and would like permis- 
sion, of course, to have this statement filed as a part of the commit- 
tee’s proceedings, if that is in order. 

Mr. WituiaMs. That is definitely in order, and the committee would 
be glad to receive your statement for insertion in the record at this 
point. 

Mr. Macrartane. Thank you, Mr. Chairman. 
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I would simply say that the Northern Pacific Railway Co, is q 
Wisconsin corporation, and has corporate authority to engage in not 
only the railroad business, but also in the highway business, aerial] 
transportation, and that, under the laws of Wisconsin, we are q 
transportation company and not simply a railroad company. 

Our railroad operates from the head of the Great Lakes, Lake 
Superior, and from the Twin Cities of St. Paul and Minneapolis 
through the northern tier of States to the Pacific coast, Seattle, Ta- 
coma, Portland, Oreg., 6,865 miles of main and branch line. 

We were the first railroad in the area, and were completed in 1883 

The economy of the Pacific Northwest—and I refer particularly to 
Washington, Oregon, Idaho, and Montana—is heavily dependent upon 
the transcontinental railroads serving that territory for the reason 
that the natural resources of that area are brought to more populated 
centers in the East, and our average length of haul is substantial, 
Many of our products, many of the resources, much of which we 
carry, move from 1,500 to 2,600 miles, to the markets here in the East, 
and, therefore, low transportation costs are essential, and the rail 
rate structure in our area is depressed. 

Our principal products are lumber, apples, fresh fruit, vegetables, 
grain, and so forth. 

Now, along with the Northern Pacific, and the Great Northern, and 
the Milwaukee roads, and, in part, the Union Pacific Railroad, this 
territory is presently served. But through these years, to show the 
extent to which the more profitable traffic, that is, the higher rated 
traffic, has been diverted from the railroads to the highway carriers, 
T would like to cite just one or two figures. 

From 1930 to 1958, the population of our 6 principal States served 
by my company increased from 6,745,000 people to 9,917,000 people, 
which is an increase of 47 percent. The production workers in- 
creased 54 percent. The value added by manufacturing increased, 
without giving all the figures, 399 percent, and personal incomes 
increased from $3,760 million to $18,552 million, which was an in- 
crease of 393 percent. 

Now during the 5-year period from 1925 to 1930, which may be 
regarded as perhaps representative, we handled from 22 million to 
23.5 million tons of freight annually. But during 1958, in spite of 
this very large increase in population, and increased manufacturing 
activity, we handled only 24.4 million tons of revenue freight. 

Now in 1925, which was the first year mentioned, we handled 575,- 
000 tons of less-than-carload-lot freight, but in 1958, in the last year 
for which we have figures, we handled only 595,982 tons of this traffic. 

In 1946, we were handling 27,337,000 tons. In 1958 it decreased to 
24,420,000 tons. 

Now in spite of this increase in population, in spite of the increased 
manufacturing activity, what has happened to the situation with re- 
epost to our principal competitors, the truck operators, in the terri- 
tory 3 

During this same period, taking the 18 principal motor carriers 
that compete with the Northern Pacific, we find that from 1947 to 1958 
their combined revenues increased from $46,900,000 to $196,219,000, 
or 318 percent. 
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Now it may be said that it is not quite accurate to compare reduction 
of tonnage handled on the part of the railroad with the increase of 
revenues on the part of the trucklines. But this revenue figure is the 
only figure we have available, and it does show very clearly, I think, 
the trend and makes my point as to the very heavy and substantial 
extent to which there has been a diversion of the traffic from the 
railroads to the trucklines. 

Now not only am I president of a railroad company, but I am also 
the president of a trucking line, the Northern Pacific Transport Co. 
Qur situation is somewhat similar to the situation that Mr. Perlman 
described on the Denver & Rio Grande. We have substantial grand- 
father rights, and I would like to mention that situation because I 
think it points up what I have to say as to diversification of transport. 

Our transport company was incorporated in 1927, and commenced 
operations in Montana in 1932. The Motor Carrier Act of 1935 which, 
under which grandfather rights were established, of course, came 
after our very substantial truck operation had started, and with the 
result that we have full grandfather rights in the State of Montana in 
the area served, the territory served by our railroad. 

I might say that we have 379 pieces of equipment, and in the year 
1958, if my memory serves me right, our gross revenues were $3.5 
million in that service. 

So in the State of Montana, if that is a proper example, and I think 
it is, we have a fully integrated transportation system between our 
truck operation and our rail operation, with unrestricted motor rights 
in our territory because we have the grandfather rights antedating 
1935. 

The result has been that the shippers have been furnished an excel- 
lent service. Competition has not been reduced. In fact, competition 
has substantially increased, as I shall point out in just a moment. 

As an unrestricted motor common carrier in Montana, we join in 
through routes and rates. We participate in motor carrier bureau 
tariffs, we enjoy free interchange of traffic with other motor carriers. 
There is no requirement that there must be a prior or subsequent rail 
haul. There are no key-point restrictions in the State of Montana 
applicable in our territory. 

Attached to my statement is a map which gives the grandfather 
rights operations and the unrestricted operation from Glendive on 
the east, which is near the easterly border of Montana, to Missoula, 
Mont., on the west, which is in the western part of the State of 
Montana. 

This map attached to my testimony shows in another color, purple, 
the restricted rights which have been granted by the Interstate Com- 
merce Commission with key-point restrictions, and so forth, recently, 
and which have permitted us to extend a key-point-restriction opera- 
tion with many interruptions by restrictions between Missoula on the 
one hand, and Portland, Oreg., Seattle, Tacoma, Wash., on the other 
hand. 

I suppose that the restrictions—I will not go into the question of 
this key point at this point, or the prior-subsequent rail haul, but it 
is perfectly obvious to anyone, I believe, that the experience gained 
from our operation in Montana has demonstrated clearly that our 
highway equipment can be utilized to greater capacity, and the trans- 
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oe requirements of all the communities served can be more 
ully satisfied if these restrictions, the key-point restrictions, and go 

forth, are not imposed. 

I would like to be a little more explicit about our Montana opera- 
tion, and I think it may be of value to the committee, not because | 
want to say anything in particular about Northern Pacific operations 
but I think they are typical of the industry, and what I have to sq ; 
I think, applies equally to the territory in the East, the territory in 
the Midwest, the territory in the South, or the territory in the Far 
West. 

T can see no reason why unrestricted grandfather rights are all right 
in Colorado on the Denver & Rio Grande or in Montana for the North: 
ern Pacific, but it is wrong for the New York Central, as Mr. Perlman 
pointed out just a few moments ago. In our Montana territory where 
we have these unrestricted operating rights, we have provided a most 
dependable service to all stations located on the main and branch 
lines of the railway, and not only have continued to satisfy all the 
transportation requirements of the shippers in communities large and 
small on these routes, but we have actually benefited the motor carrier 
industry itself by acting as a delivering carrier for other trucklines 
who find it uneconomical to maintain delivery and storage facilities in 
some of the territory which we are privileged to serve. 

I doubt if there is a shipper in the State of Montana that would 
come before this committee and tell you gentlemen that the operation 
of the Northern Pacific Transport Co. has not been in the public in- 
terest, or in anywise has reduced competition or brought about in any 
sense a monopoly in any respect in that State. 

The ability to handle railway company freight as well as freight 
interchanged with other motor carriers in the same trailer has enabled 
our transport company to operate efficiently and to remain a financially 
sound motor carrier. While at the same time it has permitted us to 
effect essential economies in operations, together with material im- 

rovements in our service through the curtailment or abandonment of 
ranch line passenger and freight service. 

In many areas in Montana at the present time we have substituted 
service, that is, substituted highway service, instead of the operation 
of our branch lines as heretofore. 

Not only do we have trucklines, but we also have buslines and carry 
passengers over the highways in the State of Montana in connection 
with our branch-line service. 

As a result of this wholly integrated transportation service, every 
one of the branch-line communities in Montana serviced by our trans- 
port company receives 5-days-per-week service, and it is only by vir- 
tue of being able to handle both motor carrier and railway company 
freight that the Northern Pacific Transport Co. has been able to 
achieve this very satisfactory service. 

Now in contrast to that branch-line service and branch-line terr- 
tory service in Montana, the communities located on branch lines of 
the Northern Pacific, in States other than Montana, frequently are 
serviced only three times per week or less by peddler car due to the 
small volume of freight available and the inherently expensive nature 
of peddler-car service and the delays incident to such service. 
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I think the history of 27 years of operations by the Northern Pacific 
Transport Co. in the State of Montana proves beyond any question 
that a railroad-controlled motor carrier operating without restrictions 
can provide a much improved, coordinated rail and highway service, 
without restricting to any extent motor carrier competition, for, as I 
said a few moments ago, the other motor carriers operating in this ter- 
ritory in competition with the Northern Pacific and with our trans- 
port company have grown and they have prospered to an extent 
hardly paralleled in the transportation industry of our country. 

Some of the largest truck operators in the United States are oper- 
ating in the territory where we have our motortruck operation, and I 
do not think anyone would contend that in any sense has there been 
any restraint of competition or monopoly in any respect. 

As a matter of fact, the competition and the service to the shipper 
is probably better than it has ever been before because of the opera- 
tion of our transport company as an integrated part of our transporta- 
tion service. 

Now just a bit of history to show you what happens and what hap- 
pened to us. We had these grandfather rights, and probably, if we 
were wise enough at that time, we would have attempted to have— 
we would have had a truck service throughout the territory we serve 
prior to 1935 just as we had in Montana in 1932. So we decided that 
we would like to expand this Montana service to give the same kind of 
good service in Idaho, in Oregon, and in Washington that we were 
able to give in Montana. 

So in 1945 we endeavored to purchase, had an agreement to pur- 
chase, the operations of the Cater Motor Freight System which con- 
nected with our unrestricted Montana operations at Missoula. This 
acquisition of this certificate would have permitted our transport com- 
pany to provide a single line highway service in Northern Pacific ter- 
ritory from Glendive, Mont., on the Pacific coast, Portland, Tacoma, 
Seattle, and so forth. 

However, in considering our application to transfer this certificate, 
the Interstate Commerce Commission imposed the usual restrictions 
which they invented beyond the terms of the statute, which would 
have limited the operations so seriously that we considered we could 
not go forward with the transaction, and we gave up the purchase of 
the Cater Motor Freight System and the operation was never ex- 
tended west as of that time, and, as a result, Cater was purchased by 
one of the other large motor carrier operations and became a further 
very strong competitive influence in our territory. 

T have already mentioned the number of pieces of equipment we 
operate, our revenue. I did not say that we operated 6,500,000 miles 
in 1958, which would give you some idea of the extent of our opera- 
tons, 

Motor carriers are able to expand and adjust to meet changing 
economic conditions in transportation needs as they may be, and for 
that reason we made another application to the Interstate Commerce 

mmission in order to extend our operations westward from Mis- 
soula, Mont., to the Pacific coast, and give the same kind of service in 
Washington and Oregon and Idaho that we are able to give in Mon- 
tana. Well, the Interstate Commerce Commission gave us such a 


certificate. However, under severely restricted conditions, and under 
59179608 
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those restricted conditions, we decided, nevertheless, to extend our 
highway operations so that we could serve the points west of Missoula, 

We realized, of course, that these restrictions, keypoint restrictio 
in which the Commission established key points at Missoula, Mont,. 
Spokane, Pasco, and Seattle, Wash., and Portland, Oreg., with the 
limitation as to Portland as to necessity of a prior or subsequent rai] 
haul, with respect to our traffic and service through Lewiston, Idaho, 
between Spokane and Walla Walla and Pendleton—now these restric. 
tions which the Commission has imposed effectively prevent the trans- 
port company from providing a satisfactory highway servvice in this 
territory and from fully realizing the potential operating economies, 

It seems to me silly that we should have a right to go up to an in- 
dustry and pick something up, use our truck, use our service—we have 
got to take to a railhead, we can only handle it so far; there must 
be a subsequent or a prior rail haui. If there is not a prior or subse- 
quent rail haul or if we cannot carry it beyond the key point, the result 
is a disservice to the shipper. 

Now I have wondered sometimes what the philosophy may have 
been behind the original enactment, and, although the words do not 
include any such indication, under the interpretation of the Interstate 
Commerce Commission, the result has been that the service must be 
auxiliary to or supplementary of the railroad service, with the result 
that these restrictions have so effectively prevented good service to the 
shippers—I have wondered what the reason behind the interpretation 
by the Interstate Commerce Commission may have been. 

I suppose the reason was that there was a fear of monopoly, that 
the railroads would monopolize the traffic, would kill competition, 
would make impossible good service because the independent small 
trucker would not be able to exist. But if anything has been proven 
over the intervening years since 1945 and those interpretations which 
began in 1937, I think it has been thoroughly established that any 
such feeling or motivation is nonexistent or has disappeared, and the 
best evidence of that is what has occurred in Colorado on the Denver 
& Rio Grande Motorways, freightways, what has occurred in the State 
of Montana, and in some other areas where these restrictions do not 
exist. 

Railroads are under a distinct disadvantage on short haul traffic, 
and the reason for that is that we have to do business in volume. 

For example, out in the State of Washington we assemble our car- 
load business from all of western Washington into our huge yard at 
East Auburn which is equidistant almost between Seattle and Tacoma, 
and then we make up our trains and we goeast. Some of those trains 
are virtually through-trains without any switching clear to the Twin 
Cities or to Laurel, Mont., where there is a certain amount of traffic 
diverted to the Southeast. and South. 

On the other hand, in order to handle this short haul business, it has 
to move in locals and it has to move in peddler cars and we cannot 
stop as does a truck from business to business or town to town and 
unload a car. Each time we stop such a car it is necessary for it to 
remain until the next local comes along and carries it on to the next 
point. 

So there is no competition, and we have lost the traffic and there 
is no hope of regaining the traffic unless we are permitted to engage 
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in this business without the restriction, the highway business, with- 
out the restrictions that the Commission has interposed. _ 

What I have said is primarily, gentlemen, in connection with the 
rulings of the Interstate Commerce Commission. I would like to call 
attention to something that is not in my statement. There are inter- 
state certificates as well as intrastate certificates. The Interstate Com- 
merce Commission has jurisdiction only over the interstate traffic. In 
the State of Washington, we have intrastate certificates without these 
restrictions that the Interstate Commerce Commission imposes. I 
mean restrictions on our Northern Pacific Transport Co. operation, 
and that means—and how ridiculous can we get—that means from 
Vancouver, Wash., to Seattle, Wash., we can handle intrastate traffic 
without any key point, without any prior or subsequent haul, without 
any of the restrictions that the Interstate Commerce Commission has 
imposed. 

ut across the river, across the Columbia, and Willamette, is Port- 
jand, Oreg., and a shipment originating there, we have to have a prior 
or subsequent rail haul, and that, of course, is impossible. Portland is 
a terminal area where there is very little likelihood that there could be 
such a traffic situation. 

So I say that. it is virtually impossible to compete with, effectively 
or efficiently or in the interest of the shipping public, with the re- 
strictions which have been imposed by the Interstate Commerce 
Commission. 

In order for the railroads to give adequate service to long-haul 
traffic into heavy tonnage terminals, there is this necessity, of course, 
of handling, as I have said, in locals, the intermediate less-than- 
carload-lot tonnage. I shall not discuss, it is in my statement, the 
very circuitous routing and delay on a shipment, for example, from 
Walla Walla, Wash., to Coeur D’Alene, Idaho, two points on the 
Northern Pacific that could be handled by a truck certificate in a 
few hours, 3 or 4 hours, while it takes us 214 or 3 days to handle it by 
reason of the restrictions imposed on us by the Interstate Commerce 
Commission. 

There has to be a rail haul. We have to get it up to Pasco, we have 
to handle it by rail to Spokane and then we could truck it on down 
to Coeur D’ Alene, Idaho. 

Another thing that has entered into the economy and I think should 
have an influence with the form this legislation should take and the 
right of the railroads to engage in the transportation business, as 
contrasted from just simply the railroad business, is the fact that 
more and more shippers—and industries—are located where there 
isno railroad spur. They are wholly dependent, therefore, on truck- 
ing service either to the nearest railhead or over the highways and 
once an item of shipment falls into a truck, it is likely to remain 
there if there is any way for the trucking company to keep it. 

The study in our area showed that in 1952, and we made a survey 
of firms located off-track but which were shippers, there were 1,553 
businesses that shipped or received in carload or truckload lots, which 
were located where there was no spur track service. 

Now such businesses do not tolerate the additional expense and in- 
convenience of conveying shipments to and from the rail facilities 
when it can all be shipped by truck. 
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In the interests of conserving time, I think I will skip the next 
few pages of my prepared statement. 

Mr. Perlman has discussed the trailer-on-flatcar service. That has 
been successful on our railroad, and I think in the railroad industry 
but it has not proven entirely successful on the type of traffic T am 
talking about into the smaller community where the volume of traffic 
is not large enough to justify the trailer load, and so forth. It has 
been most successful in the populated centers, where the traffic can 
move in that amount of volume. 

Using the peddler cars, as I have said, in lieu of truck transporta- 
tion for this less-than-carload-lot business, according to our estimate 
on our railroad, if all the less-than-carload-lot traffic now handled 
by rail on Northern Pacific were handled in motor carrier service, 
it would save 266,000 car days per year, which would be the equivalent 
of adding about 800 additional cars to our supply of freight cars on 
an annual basis. 

Now I suppose the argument might be advanced that this would 
all be possible through joint motor carrier and rail rates. But T 
think that human nature, and it is impossible to legislate morals, 
perhaps, and self-interest, make the effectiveness of joint rates and 
through routes open to not only serious question but it just will not 
work that way under the American free enterprise system. It cannot, 
because the profit motive means that if the railroad gets the traffic, 
they will try to retain it, and if the independent motor carrier gets 
the traffic, they will try to retain it. That is human nature. It 
is not to be criticized and it is not to be condemned. It is just the 
way it is. It is a fact of life. As long as that continues, and there 
is no way of legislating that out of existence, so long as that con- 
tinues, the idea of through routes and joint rates, in my opinion, 
just will not be effective and just will not work. 

Each operator for himself will want the longest possible haul 
and the greatest advantage. 

Just a word about waterways and I will have said all I care to 
say this morning: Waterways affect us in our operation really only in 
one point, because our railroad originates in St. Paul, Minn., and at 
the head of the lakes. But the Columbia River operation has been 
expanding very, very rapidly to the extent that a large share of the 
grain which is the principal commodity produced in eastern Wash- 
ington and eastern Oregon, is moved to tidewater through the Colum- 
bia River development, and on barges, the improvement of which 
operation, the waterway operation, has been through Government 
taxes, part of which the railroads have paid. 

I would like to call your attention to the situation in just a little more 
detail there. On the north bank of the Columbia River between 
Pasco and Portland is the Spokane, Portland & Seattle Railroad, 
which is jointly owned by Northern Pacific and Great Northern. On 
the south bank is the Union Pacific, and down the Columbia River are 
several bargelines operating with ever-increasing volume of traffic. 

Now millions and millions of dollars have biden spent by this 


Government on locks and dams and navigation facilities and more 
recently there have been expensive projects authorized to extend the 
slack water navigation as far as Lewiston, Idaho, and probably far- 
ther up the Columbia north of Pasco. 
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This low-cost water transportation between Pasco and Portland 
js made possible only by this large expenditure of funds, and it has 
resulted in the diversion to truck ‘and b: arge transportation of a very 
substantial part of the grain traffic which we formerly handled from 
eastern Washington, northern Oregon, and northern Idaho. 

Barge traffic on the river has very largely consisted of petroleum 
products eastbound and grain w estbound. The barge movement 
averaged 260,000 tons annually during the period of 10 years from 
1949 to 1958. But in 1958, traffic amounted to 694,000 tons, which is 
the equivalent of 13,800 car loads of traffic which otherwise would have 
been handled by the railroads. 

Now the transportation on the river of three bulk commodities un- 
der the exemption of the act makes it unnecessary for anyone really 
to have a certificaie, but the railroad, of all the forms of t1 ansporti ition, 
is denied the right, if they can be said tocompete. Grain is an exempt 
commodity, the bargelines competing wit h the railroads for grain traf- 
fic are free to operate their own trucks from the grainf ald and they 
do, and before : wy of the r alr oads serv ing the area , howe ver, could get 
permission to supplement their rail service with a barge operation, for 
the handling of bulk ontnmadit: les on the river, it would be necessary 
to have a finding that it is in the interest of the public and with ad- 
vantage to the convenience and commerce of the people, and that it 
will not exclude, prevent, or reduce competition on the river. 

Now, gentlemen, it seems to me that the monopoly aspect that may 
have justified the interpretation by the Interstate Commerce Commis- 
sion originally or the acts of Congress with respect to air transporta- 
tion and the waterways, and so forth, has disappeared. There is no 
longer anv monopoly. There is the most intense competition and 
competition is the lifeblood of trade and in the public interest, and 
why the railroads, of all forms of transportation, should be denied the 


right to compete ae have to try to get their traffic with one or both 
hands tied behind the n, is something T am not able to understand. 
Thank you. 


Mr. Wituiams. Thank you very much, Mr. Macfarlane. 

Any questions, Mr. Collier? 

Mr. Coxuier. Just one question, Mr. Macfarlane. You mentioned 
that the motor freight institutions in Montana have prospered and 
grown under the arrangement in effect in that area. Are there any 
conditions there that are unique to Montana that would not make this 
apply geographically in other sections of the country ? 

Mr. Macrarn ANE. I cannot conceive of what they would be, Mr. 
Collier. What is the difference between Montana and Minnesota and 
Washington? Iam talking about my area, our general territory in the 
West. It seems to me the situation is identical. The highways paral- 
lel the railroads, the highways reach out into the c ountry. This is not 
limited just to branch line or substitute service, you understand. Our 
grandfather rights permit a free and full operation. 

Mr. Cottier. Yes, I understand that. 

You feel that the enactment of this legislation ultimately would 
bring the same increase in prosperity and it would be to the benefit of 
the motor freight industry generally, if it were to be applied on the 
same basis across the country ? 
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Mr. Macraruane. It would introduce an element of competition 
which there is not at the present time. But as I said a few moments 
ago, unless competition is destructive, I think it is in the a in- 
terest and I can see no wrong—as a matter of fact, Mr. Collier, there 
have been additional motor carrier operations established in our ter- 
ritory through the years since 1932 when we first began operation, 
or since 1935 when the Motor Carrier Act was passed, and there has 
been no adverse effect that we have been able to discover out there, 
and I do not think any motor carrier can point to any adverse result 
as far as their operations are concerned or as far as the public interest 
is concerned, and the public interest, of course, is paramount. 

Mr. Cot.rer. It just strikes me that it is unusual that some of the 
folks in the motor trade business would be in opposition to that which 
they would reap a benefit from. In view of the time, that is the only 
question that I have. 

Mr. Wriu1aMs. I am going to pass my questions in the interest of 
time, Mr. Macfarlane. Let me congratulate you, however, on a very 
splendid presentation. ’ 

Mr. Macrartane. Thank you, sir. 

(The prepared statement of Mr. Macfarlane follows :) 


STATEMENT OF RosBert S. MACFARLANE, PRESIDENT, NORTHERN PACIFIC 
Rattway Co. 


My name is Robert 8S. Macfarlane. I am president of Northern Pacific Railway 
Co., and I live in St. Paul, Minn. I am glad to have this opportunity to testify 
in support of the pending bills to remove the restrictions on the use by railroads, 
on the same terms as their competitors, of the highway, waterway, and airway 
transportation facilities which have been provided very largely at public ex- 
pense, because I deeply feel that such relief is long overdue and is no more than 
simple justice requires. 

Northern Pacific Railway Co. is a Wisconsin corporation which was created 
by a special act of the legislature of that State, approved March 15, 1870. By 
that act the company was empowered to transport property and persons not 
only by railroad, but “in boats, vessels, barges and other watercraft on any 
of the navigable waters which its railroad or roads should run to or connect 
with,” and by an act of the Legislature of Wisconsin, approved June 19, 1929 
(ch. 201, Laws Wisconsin, 1929, now sec. 190.02(11) of the Wisconsin Statutes) 
it, along with other railroads incorporated under the laws of that State, was 
empowered to own and operate motor vehicles for the purpose of transporting 
persons and property upon the public highways for hire and to own and operate 
equipment for and engage in aerial transportation, and also to purchase and 
own the capital stock and securities of corporations organized for or engaged 
in those businesses. I mention this to make it clear that our company is organ- 
ized as a transportation company and not simply as a railroad company. 

The operation of motor vehicles on public highways under modern condi- 
tions is absolutely essential to the furnishing of adequate and efficient railroad 
service, as I shall attempt to make clear. Its essentiality, at least to the extent 
that it is auxiliary and supplemental to rail transportation, is recognized in the 
present law. But the restrictions, conditions, and limitations which the Inter- 
state Commerce Commission conceives to be required by the present law to 
insure that use by railroads of service by motor vehicle will not unduly restrain 
competition, serve only to prevent railroads from effectively competing with 
other carriers by motor vehicle and to render the motor vehicle operations of 
railroads inefficient and uneconomical. 

The railroad of the Northern Pacific extends from the head of Lake Saperior 
and from the Twin Cities of St. Paul and Minneapolis, Minn., through the north- 
ern tier of Northwest and Pacific Northwest States to Seattle and Tacoma, Wash., 
and Portland, Oreg., with 6,865 miles of main and branch lines. Attached to my 
statement is a system map which shows the lines of the Northern Pacific. This 
was the first transcontinental railroad to be constructed from the Midwest to the 
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Pacific via the northern route. It was completed in 1883 and its construction 
opened the resources of the region and of the Pacific Northwest to the rest of the 
Nation and brought about the settlement and development of the country tra- 
yersed. It serves the predominantly agricultural areas of Minnesota, North 
Dakota, and central and eastern Montana, where the principal production is 
grain and livestock, and it serves western Montana, northern Idaho, Washington 
and Oregon, where the principal production consists of forest products, fresh and 
frozen fruits and vegetables, and grain and grain products, supplemented by an 
expanding manufacturing industry along the north Pacific coast. The line of 
railroad of the Great Northern Railway Co., completed in 1893, lies to the north, 
and generally parallels our line through this territory. The line of railroad of 
the Chicago, Milwaukee, St. Paul & Pacific Railroad, extended to the coast about 
1909, closely parallels our line from the Montana-North Dakota border west to 
the north Pacific coast. . 

The economy of the great Pacific Northwest, including the States of Wash- 
ington, Oregon, Idaho, and Montana, is heavily dependent upon the transcon- 
tinental railroads serving those States, because of their great distance from 
the large consuming markets in the Middle West and East. This region is 
largely dependent on the products of its forests, farms and natural resources 
which must find their markets in the large consuming centers of the Middle 
West and East, with hauls ranging from 1,500 to in excess of 2,600 miles, in 
competition with products of areas located much closer to these markets. Low 
transportation costs must be provided by depressed rail rates, not only for the 
marketing of the lumber, apples, fresh fruits and vegetables produced in this 
region, but also for the continued operation of the aluminum plants and other 
manufacturing industries of the region which must also meet the competition 
in the Middle West and eastern markets of plants located in the Ohio and 
Mississippi River Valleys and in the South and Southwest. The transcon- 
tinental railroads, however, cannot live on the revenues produced by this low 
rated traffic alone. They must also be able to compete for the higher rated 
traffic of the area which has so largely been diverted to highway transportation 
because of the inability of the railroads to provide a competitive service. 

To show the extent to which the more profitable traffic has been diverted to 
highway carriers, I should like to cite a few figures. From 1930 to 1958, the 
population of the six principal States served by the Northern Pacific increased 
from 6,745,000 to 9,917,000, an increase of 47 percent. The number of produc- 
tion workers in these six States increased 54.23 percent. The value added by 
manufacturing increased 399.6 percent, and personal incomes increased from 
$3,760 million to $18,552 million, an increase of 393.4 percent. During the 
period from 1925 to 1930, we handled from 22 million to 23,500,000 tons of 
revenue freight annually. During 1958, we handled only 24,420,000 tons of 
revenue freight. In 1925, we handled 575,000 tons of less-than-carload lot 
freight, but in 1958, we handled only 95,982 tons of this traffic. During the 
postwar period, the revenue freight tonnage handled on the Northern Pacific 
has actually declined from 27,337,000 tons handled in 1946 to the 24,420,000 tons 
handled in 1958. At the same time, the motor carriers operating in the ter- 
ritory we serve have had a phenomenal growth. Taking the 18 principal motor 
carriers that compete with the Northern Pacific, we find that from 1947 to 1958 
their combined revenues increased from $46,911,000 to $196,219,000, or 318.28 
percent. 

For many years Northern Pacific Railway Co. has engaged to a limited extent 
in the operation of trucks, through its wholly owned subsidiary, Northern Pa- 
cific Transport Co. This company was incorporated in September 1929, and 
commenced operations in Montana on January 1, 1932, transporting persons and 
property as a motor common carrier, in order to provide a complete and inte- 
grated transportation service to Montana patrons of the Northern Pacifie Rail- 
way and also to permit Northern Pacific to effect economies and efficiencies in 
train operations by discontinuing uneconomical local and branch line trains. 

These motor carrier services were provided in most of the territory served 
by the Northern Pacific in the State of Montana prior to the passage of the 
Motor Carrier Act of 1935, with the result that Northern Pacific Transport Co. 
obtained grandfather rights and has been operating as an unrestricted motor 
common carrier, joining in through rates and routes, participating in Motor 
Carrier Bureau tariffs, and enjoying free interchange of traffic with other motor 
carriers in the State of Montana since the inception of its operations. 
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The attached map delineates in color the territory served by the Northern 
Pacific Transport Co., and indicates the nature of its operating authoritites. 
Until very recently its operating authority (which now extends to Pacific coast 
points) was largely confined to Montana where it has unrestricted rights, 
Since 1937, the Interstate Commerce Commission has generally imposed restric. 
tions on any additional operating authority granted rail-motor carrier syp- 
sidiaries. The operations so authorized are generally confined to those where 
substituted highway services can take the place of expensive and inefficient 
train services. The restrictions imposed are designed to insure that the opera. 
tions of the motor carrier are strictly auxiliary to and supplemental of the 
operations of the parent railway company. In addition to requiring that only 
stations on the line of the railroad be served and that all freight handled by 
truck move at rail rates and under rail billings, these restrictions usually in- 
volve the prescription of “key points” or “prior or subsequent rail haul” restric. 
tions. A “key point” limitation simply means that no shipments can be handled 
by motor carrier through a rail distributing point, or to or from more than one 
of these points. A “prior or subsequent” restriction requires that every ship- 
ment moving by truck must have a prior or subsequent movement by rail. The 
experience gained from our operation in Montana has demonstrated clearly that 
our highway equipment can be utilized to greater capacity and the transporta- 
tion requirements of all the communities served can be more fully satisfied if 
these restrictions are not imposed. 

In our Montana territory where the transport company has _ unrestricteu 
operating rights, it has provided a dependable service to all the stations located 
on the main and branch lines of the railway and not only has continued to 
satisfy all the transportation requirements of the shippers in communities large 
and small on its routes, but in so doing has benefited the motor carrier industry 
by acting as a delivering carrier for other trucklines who find it uneconomical 
to maintain delivery and storage facilities at the large number of small com- 
munities served by the transport company throughout the territory. The 
ability to handle railway company freight as well as freight interchanged with 
other motor carriers in the same trailer has enabled transport company to oper- 
ate efficiently and to remain a financially sound motor carrier, while, at the 
same time, it has permitted the railway company to effect essential economies 
in operations together with material improvements in its service throngh the 
curtailment or abandonment of branch line passenger and freight service. As 
a result of this wholly integrated transportation service every one of the branch 
line communities in Montana serviced by the transport company presently re- 
ceives 5-day-per-week truck service. It is only by virtue of being able to handle 
both motor carrier and railway company freight that the Northern Pacific Trans- 
port Co. has been able to achieve this satisfactory record. 

In contrast to this excellent service, the communities located on branch lines 
of the Northern Pacific in States other than Montana frequently are serviced 
only three times per week, or less, by peddler car, due to the small volume of 
freight available and the inherently expensive nature of a peddler train service, 

The history of 27 years of operations by the Northern Pacific Transport Co. 
in the State of Montana proves that a railroad controlled motor carrier, operat- 
ing without restrictions, can provide a much improved coordinated rail and 
highway service without restraining to any extent motor carrier competition, for, 
as I have already shown, the other motor carriers operating in this territory 
in competition with the Northern Pacific and with Northern Pacific Transport Co. 
have grown and prospered to an extent hardly parelleled in the transportation 
history of our country. 

In 1945, in an attempt to provide a complete transportation service in our 
western territory, we endeavored to purchase the operations of the Cater Motor 
Freight System which connected with our unrestricted Montana operations at 
Missoula. The acquisition of this certificate would have permitted our trans- 
port company to provide a single line highway service throughout Northern 
Pacific territory west of Glendive, Mont., and would have protected revenues 
that were essential to the support of a healthy transportation system. However, 
in considering our application to transfer this certificate the Commission im- 
posed several restrictions including key points at Missoula, Spokane, Pasco, and 
Seattle, which would have limited the operations so seriously that we did not 
consider that they would satisfy the transportation demands of the territory or 
that the operation could be economically sound. As a result, this operation was 
purchased by other motor carriers and became a formidable competitor of the 
Northern Pacific. 
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In 1958 the transport company operated 378 pieces of highway equipment more 
than 6,500,000 miles and had gross operating revenues exceeding $3,500,000. 
Its inability to expand its unrestricted operations to keep pace both with the 
needs of the shippers and the authorized expansions of its motor carrier com- 

titors, has, however, made it particularly vulnerable to loss or diversion of 
traffic handled in joint service with these competitors. For example, in July of 
1958, the transport company lost a considerable amount of interline traffic which 
it previously had transported between Missoula and Billings, due to the acquisi- 
tion by its connecting motor carriers of single line authority which enabled 
them to operate their own service on the Missoula-Billings route. The loss of 
this important revenue traffic, amounting to some $300,000 per year, was caused 
principally by the fact that competing motor carriers are free to expand by 
means of purchase, consolidation, and new operating authorities, while the 
transport company, by virtue of the restrictions above discussed, has had to be 
content with basically the same general trucking authority it held in 1935 when 
the Motor Carrier Act was enacted. Thus, one of the major advantages of motor 
earriers—their ability to expand and adjust to changing economic conditions 
and transportation needs—has been denied the transport company. 

Recently, under a severely restricted certificate issued by the Interstate 
Commerce Commission after lengthy hearings on an application for the nec- 
essary authority, the transport company extended its. highway operations to 
service all points now served by Northern Pacific west of Missoula, despite the 
realization that the restrictions imposed would not permit the type of fully 
integrated transportation service that the public meeds and has the right to 
expect, or permit either transport company or railway company to become 
completely competitive with independent motor carriers in this important terri- 
tory. Such action was taken because it was felt that further coordination of 
truck service with our rail service was so imperative that even a restricted 
certificate would be preferable to inability to enlarge our trucking operations. 
The restrictions imposed by the Commission, however, include key points at 
Missoula, Spokane, Pasco, Seattle, and Portland and limited prior or subsequent 
rail haul restrictions with respect to traffic from Portland and with respect to 
shipments moving via Lewiston between Spokane and Walla Walla or Pendleton. 
These restrictions will effectively prevent the transport company from providing 
a satisfactory highway service in this territory and from fully realizing the 
potential operating economies. 

There are many areas in which railroads experience severe difficulty in com- 
peting with motor carriers for traffic. Railroads cannot compete on short-haul 
traffic because of the necessity of accumlating multiples of shipments into 
trainload lots. The time consumed in this accumulation prohibits overnight 
service such as our trucking competitors can render with their operational factor 
based on a single truckload. Railroads furnish transportation on a carload 
basis and produce it by the trainload. Motor carriers furnish, as well as produce 
it, by the truckload. Obviously, they can provide a faster and more flexible 
service, particularly on short-haul traffic. To illustrate, at Auburn, Wash., we 
have a large accumulation yard. In order to forward today’s shipments, it is 
necessary to schedule our first train at 2 a.m. the following day, allowing us 
time to gather carloads of freight from Everett, Seattle, Tacoma, Olympia, 
Aberdeen, and Hoquiam, Wash., and many other smaller points. On short-haul 
traffic, a shipment from any one of these points is at its destination when moved 
by truck before we can move our trainload forward from the accumulating point 
at Auburn. 

It is almost impossible to compete for short-haul traffic with a truck operation 
burdened with a prior or subsequent rail-haul restriction. With this restriction, 
part of the move would require handling in rail service and part by highway. 
Such an operation on short haul traffic is uneconomical and time in transit is 
materially increased. An extremely short haul would accordingly have to be 
move entirely by rail. The prior or subsequent rail-haul restriction at Portland, 
Oreg., imposed by the Commission in the Northern Pacific Transport Co.’s 
recently acquired certificate, would eliminate the possibility of truck service 
on traffic originating at Portland destined to any point in the State of Washington 
between Vancouver, Wash., and Seattle, Wash., where distances range from 
10 to 180 miles. The operation of a truck handling shipments having a prior rail 
haul, and also a boxcar handling shipments originating at Portland, would create 
an expensive dual service which would be both inefficient and erratic. 








116 TRANSPORTATION DIVERSIFICATION 


In order for the railroads to give adequate service to long-haul traffic and 
to large heavy tonnage terminals, it is necessary to manifest through trains 
with a minimum number of stops en route. Because of this basic requirement 
for efficient train operations, the small community with light tonnage is left 
with local train service from the large terminal. Such tonnages are in many 
eases insufficient to allow daily train service. In consequence, we are not able 
to equal the truck delivery time and our revenues suffer. 

When both origin and destination of a shipment are located in areas of in- 
frequent train service, a shipment by rail is normally brought into the nearest 
major terminal by local train service and then moved in through train service 
to the major terminal nearest its destination from which point it moves in local 
train service to the destination station. Restricted truck operations would not 
materially improve the service because of key point restrictions usually impogeq 
at and between major terminals. For example, under the restrictions imposed 
by the Commission in the transport company’s recent certificate, a shipment orig- 
inating at Wall Walla, Wash., destined to Coeur d'Alene, Idaho, would have to 
be handled by truck to Pasco, thence rail to Spokane, thence by truck to Coeur 
d’Alene. Unrestricted truck service would move directly from Walla Walla to 
Coeur d’Alene in a matter of hours, whereas the restricted basis would require 
at least 2 days and would necessitate additional handling and expense. The 
truck, by its very nature, can render the same service to a small community as 
it can to a large community. 

With the expanding growth of our country and with the high cost of industrial 
real estate, we are witnessing an exodus, particularly of light industry, to sub- 
urban areas quite removed from rail facilities. In 1952, a survey of firms located 
off trackage in the area served by the Northern Pacific Railway was taken. It 
was found that 1,553 businesses that ship or receive in volumes of carload or 
truckload lots, and additional thousands of businesses that ship or receive in 
less-than-carload or truckload lots, were located off trackage. Such firms or 
businesses will not tolerate the additional expense and inconvenience of con- 
veying shipments to or from the rail facilities, especially when those two tasks 
are eliminated when shipping by truck. Job-site delivery has become a current 
business practice demanded by receivers, particularly those engaged in large 
home and school projects. and heavy construction projects, such as dams, pipe- 
lines, power lines and bridges. Here again, receivers will not tolerate the ex- 
pense and inconvenience of handling freight from rail facility to the job site 
when job-site delivery is available by truck. 

In order to receive a complete service and insure that the carriers he depends 
upon remain economically healthy, the off-rail shipper tends to give all his 
freight to motor carriers. Frequently, such shippers have shipments destined to 
points beyond the limits of our rail operation, requiring truck handling beyond. 
Railroads are unable to compete for this traffic with an auxiliary or supplemental 
restriction. Were they in position to furnish either complete truck handling on 
truck rates and billing or a coordinated rail and truck service they could com- 
pete for the business of such shippers. 

Currently, we are loading small shipment cars with an average of two and one- 
half tons. These cars are capable of handling at least 10 tons, with the result 
that we are using four to five times the number of cars that are actually needed 
to haul the tonnage. The trucker can load many different destinations in one 
unit, stopping along the route to unload, thus allowing full use of his weight or 
space-carrying capacity. Railroads are, in general, required to load a car to each 
station in order to compete with the truck. For example, loading small-shipment 
freight from Portland, Oreg., destined to Longview, Centralia, Tacoma, and 
Seattle, Wash., by rail would require the use of four boxcars if we are to 
provide reasonable or next-day service. A truck would load one unit in route 
order to serve the same points and provide the same or better service. The dif- 
ference is, of course, the ability of the truck to resume its route trip after un- 
loading at each point, whereas the railroad must await tomorrow’s train to re- 
sume its trip if it attempts to load in route order in one unit or boxcar. Small 
shipments are many and varied and quite often require motor carrier handling 
beyond the limits of our operation, or through or between more than one key 
point, or complete motor vehicle handling without a prior or subsequent rail 
haul. Railroads can integrate the small shipment efficiently and effectively 
into their traffic systems only if allowed unrestricted motor carrier operation. 

The uniform trend in most businesses today is to maintain as low a stock 
inventory as possible. This trend has created, to an increasing degree, the 
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shipper practice of loading large shipments consigned to several consignees, in- 
yolving stops to part unload at various cities and towns and also multiple stops 
within these cities and towns. When a rail shipment is stopped to part unload, 
the shipment is immediately subjected to at least a 24-hour delay before it can 
resume its journey. Multiply this by several stops and railroad service is 
rendered inadequate compared to standards of truck operators who, during any 
working day, can resume the journey in a matter of 1 or 2 hours. The Northern 
Pacific, in an attempt to accommodate this type of traffic in rail service, has 
established a transloading system in an effort to give the fast service demanded. 
A carload originating in the East destined to several cities in the West is stopped 
en route as close to the various destinations as possible, and at that point the traf- 
fic is transloaded into several rail cars, each containing only freight destined to 
one of the multiple consignees. Regularly there are four rail cars forwarded 
from the transload station with only one-fourth of the tonnage therein that the 
car should be transporting. This is an inefficient and costly method of handling 
freight but must be employed to compete with motor carriers. Distribution by 
motor truck from the transload station would be prevented by key point restric- 
tions because multiple shipments nearly always include consignments to more 
than one major terminal. 

Railroads, including our company, have attempted to compete with trucking 
operations by establishing trailer-on-flatcar service. This service has proven 
fairly successful on long haul and volume shipments. It has not proven success- 
ful on the types of traffic I have described. 

Removal of existing restrictions on motor carrier certificates issued to railroads 
or railroad affiliates would enable the railroads to effect very substantial savings 
in ear days and relieve car shortages. Our operating department has estimated 
that on the Northern Pacific alone, if all the 1.1. traffic now handled by rail 
were handled in motor carrier service, it would save 266,095 car-days per year. 
This would be the equivalent of adding 802 additional cars to our supply of freight 
cars on an annual basis. 

It has been claimed that the necessary coordination of rail and highway 
transportation can be obtained through the medium of joint motor carrier-rail 
rates and through routes. While it might appear superficially that such an 
arrangement would work to the benefit of the participating railroads and motor 
carriers as well as to the benefit of the shipping public, there are, in my opinion, 
a number of reasons why this is not so. 

First of all, there is a basic difficulty with respect to the establishment by a 
railroad of joint rates with independent motor carriers. Where the motor car- 
riers are in competition with the railroad, as is generally the case, an underlying 
and basic conflict of interest exists between them. 

The profit motive and self-interest cannot be changed by legislation or the 
establishment of through routes and joint rates. In general, the primary con- 
cern of the motor carriers and the railroads is with their own respective traffic, 
and it is inconceivable that the necessary cooperation could be effected between 
the motor carriers and the railroads so as to make joint service between com- 
petitors a successful venture. Independent motor carriers would not be in- 
clined to hold schedules awaiting delayed connections when it would be to their 
financial and traffic advantage to operate otherwise. It is inevitable that every 
effort would be made by the motor carriers to get and to hold the traffic to their 
own service. 

Divided control and responsibility under these circumstances is plainly 
undesirable. In order to establish perfect coordination and the desired flexi- 
bility of rail-truck operations, it is essential that the railroads and the cooperat- 
ing trucklines have a unity of interest which only common management and 
control can provide. 

In the second place, no railroad can look with favor upon surrendering its 
traffic at major points to its direct competitors who are interested primarily, 
if not exclusively, in trying to divert such traffic to their own trucklines for the 
longest possible haul. To open the railroad company’s depots to those who are 
its intense competitors and to make available to these competitors full informa- 
tion regarding the shippers which it serves and the amount of traffic handled 
would have obvious disadvantages and dangers, and would inevitably lead to 
solicitation and possible capture of some of this traffic by the motor carrier 
competitors. With truck transportation desirable for part of the haul, the 


trucker able to perform the entire haul would have an obvious advantage in 
solicitation. 
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In the third place, interchange with independent motor carriers would entaj) 
a substantial increase in accounting work and expense, due to the division of 
rates involved and the prorating of loss and damage claims. Such interchange 
would also involve additional checking and inspection of shipments and fre. 
quently additional handling, which would be considerably more expensive than 
transfers between rail cars and rail-owned trucks. Such difficulties are not 
present when the entire service is under the control of one agency. 

The transportation needs of shippers and receivers are many and varied. A 
single shipper may require transportation for both long and short hauls, for 
both raw materials and for packaged finished products, in carloads and in legs. 
than-carload lots. Some of his traffic may require maximum speed regardless of 
cost, while the rest may require low-cost transportation, with time in transit see- 
ondary. The transportation tools by which these needs are met are many and 
varied. Among these tools are motortrucks, barges, and airplanes and these 
should be available on equal terms to anyone engaged in the transportation busi- 
ness. 

With respect to the use of waterways, our interest is limited at the present 
time to the Columbia River from Pasco, Wash., to Portland, Oreg. The railroad 
of the Northern Pacific which reaches Portland via Tacoma, Wash., connects 
with the Columbia at Wallula and Pasco, Wash., and crosses it at the latter 
point. The railroad of the Spokane, Portland & Seattle Railway Co., which is 
jointly owned and controlled by Northern Pacific and Great Northern, also 
crosses the Columbia at Pasco and extends along the north bank of this river 
from Pasco to Vancouver, Wash., where it again crosses the river to Portland, 
Oreg. Along the south bank of the river from near Pasco to Portland lies the 
railroad of the Union Pacific. 

Hundreds of mililons of dollars have been spent by the Federal Government 
on locks and dams and other navigation facilities in the Columbia to provide 
slack-water navigation above Portland to Pasco and authorization for a series 
of locks and dams in the Snake River above Pasco to extend slack-water nayi- 
gation as far as Lewiston, Idaho, has been voted by Congress. Low-cost water 
transportation between Pasco and Portland, made possible only by large expendi- 
tures of public funds, has resulted in the diversion to truck and barge transpor- 
tation of a substantial part of the grain traffic formerly handled by the railroads 
from eastern Washington, northern Oregon, and northern Idaho to Portland 
and Vancouver. Barge traffic on the river has consisted very largely of petro- 
leum products eastbound and grain westbound. The barge movement of grain 
averaged 260,675 tons annually during the 10 years 1949 to 1958, inclusive, and 
in 1958 amounted to 694,226 tons or the equivalent of approximately 13,800 
earloads. Since the transportation of not more than three bulk commodities in a 
singie vessel is exempt from regulation under section 303(b) of the Interstate 
Commerce Act, anyone having the necessary capital is free to engage in the 
barge transportation of grain and petroleum products on the Columbia River, 
except a railroad company with which the barge service might be said to com- 
pete. Grain being an exempt commodity, the bargelines competing with the 
railroads for grain traffic are free to operate their own trucks from the grain 
fields. Before any of the railroads serving the area could get permission to 
supplement their rail service with a barge operation for the handling of bulk 
commodities on the river, however, it would be necessary for them to prove that 
their barge service would be “in the interest of the public and with advantage 
to the convenience and commerce of the people, and that it will not exclude, 
prevent, or reduce competition” on the river. 

In the face of the anguished cries that could be expected from existing barge 
operators, the difficulty of obtaining the necessary relief from the Interstate 
Commerce Commission can well be imagined. But the injustice of denying 
the railroads the equal use of this waterway, for which they as taxpayers have 
helped to pay, while they look helplessly on the diversion of their traffic to their 
water competitors, should be apparent. 

I submit that we are entitled to an equality of opportunity to engage in motor, 
water, and air transportation in order to provide the most efficient and complete 
transportation service possible for our patrons. We do not seek any preference 
with respect to engaging in other forms of transportation; we ask simply to be 
permitted to engage in such service where the public interest would thereby be 
promoted. Since we not only provide all our railroad facilities at our own 
expense but additionally, as large taxpayers, share the cost of facilities provided 
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at public expense for the use of our truck, water, and air competitors, we believe 
justice requires that we be permitted to use these facilities on the same terms 
as others. 

(Note—A map attached to Mr. Macfarlane’s statement could not be repro- 
duced herein, and has been placed in the committee files. ) 

Mr. Wittiams. Mr. F. J. Melia. Before you proceed, Mr. Melia, 
it is almost noon. Approximately how long do you anticipate ? 


STATEMENT OF F. J. MELIA, VICE PRESIDENT AND WESTERN 
GENERAL COUNSEL, UNION PACIFIC RAILROAD CO. 


Mr. Mexia. Not more than 15 minutes, and probably less than that, 
Mr. Chairman. I assure you it will not be more than 15 minutes. 

Mr. Wri11AMs. Proceed, Mr. Melia. 

Mr. Metis. My name is F. J. Melia, and I am vice president and 
western general counsel of the Union Pacific at Omaha. 

I have been in the railroad business all my life, just about 43 years. 

I have a prepared statement which has been distributed and in the 
interest of time I will not attempt to read it but merely summarize 
what I consider the more important points. 

The Union Pacific Railroad extends—— 

Mr. WuuiAms. Your statement, incidentally, will be accepted for 
the record and printed in the record in full. 

Mr. Mexia. Thank you. 

The Union Pacific Railroad extends from Council Bluffs, Iowa, 
or Omaha, Nebr., on the east, also Kansas City, Mo., through Denver, 
Cheyenne, Salt Lake City, to Los Angeles, and to the Pacific North- 
west, serving Portland, Seattle, Spokane, and we also have a line to 
Butte, Mont. 

gem to my statement is a map showing the lines of the Union 
Pacific. 

I might explain that the dark blue lines on that map indicate those 
portions of the railroad which are paralleled by the motortruck opera- 
tions of the Union Pacific Motor Freight Co. The dashed blue lines 
indicate those portions of the railroad which are not presently served 
by supplemental motortruck operations. 

The Union Pacific Railroad operates 9,740 miles of main and branch 
line. Our motortruck operations cover approximately 6,000 miles. 
They are entirely within the territory served by the railroad and, in 
fact, parallel the rails of the Union Pacific. 

In 1959 our motortruck subsidiary, Union Pacific Motor Freight 
Co., operated approximately 3.6 million miles. That company owns 
50 trucks, 168 tractors, and 519 trailers, representing an investment 
of $2,740,000. 

Several months ago the motor freight company filed an application 
with the Interstate Commerce Commission for motortrucking rights 
between Pocatello, Idaho, on the east, and Wells, Nev., Boise, Idaho, 
and Butte and West Yellowstone, Mont. That area is shown on the 
- attached to my statement. 

joint board No. 410 has issued a recommended report and order, 
which, if adopted by the Interstate Commerce Commission, will per- 
mit us to perform supplemental motortruck operations within that 
area. Of course, they are—such operating rights would be—restricted 
by the so-called key point limitation. 
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All of the motor freight company’s motortrucking operating certifj- 
eates carry the key point restriction, except I think there are only two 
short routes in California that carry the so-called prior or subsequent 
rail haul restriction. These are in the Los Angeles area. 

For instance, we have an operation from Los Angeles to San 
Bernardino and also from Los Angeles to Anaheim. In order to 
handle an interstate shipment between Los Angeles and San Bernar- 
dino or intermediate points, it would have to come into Los Angeles 
by rail, either come into Los Angeles or go out by rail, the prior or 
subsequent restriction. It is not too important as it is a short opera- 
tion, but, as I said before, all of our other extensive motortruck 
operating rights are limited by the so-called key point restriction. 

Now, | think that the financial plight of the railroads today is caused 
by two factors: First, it is brought about by the large expenditures 
being made by the Federal Government, both to promote not only 
airline transportation but highway transportation and water trans- 
portation as well. In addition to that, I think the transportation 
needs of the shipping public have changed radically in the past 25 
years. As Mr. Macfarlane mentioned, so many large plants are 
moving off rail, and when they do that they of course must go to truck 
competition, and it has been our experience that an industry prefers 
to deal with one transportation agency. Once they start to deal with 
a truck company, they gradually give all their traffic to the truck 
company, if it is at all possible. That has been our experience. 

And because many large industries are moving to points off the 
railroad, having no rail service, they go to truck transportation, and 
we are then prohibited from serving them in many instances. 

I might say that from my office and headquarters building I can 
look down on the Missouri River and see a large barge terminal, built 
there by public funds. I can see the municipal airport, and I can 
also see our large roundhouse and freight yards which we have built 
with our own money, and I can also see a very expensive highway that 
was built from downtown Omaha to the airport, about 5 miles out. 
It was built for only one purpose, gentlemen, only one purpose: To 
reach the Omaha Airport. There is no residential development be- 
cause it goes across the city dump. It is just not susceptible to any 
kind of habitation or industrial development. But those facilities— 
the wharf, the airport, and the highway—were built entirely with 
public funds. 

It just demonstrates very visibly to one sitting in the headquarters 
building where our competition really lies, and, of course, we know 
the Government is spending astronomical sums of money to build 
interstate highways, one of which is going through Omaha. 

Mr. Witi1aMs. By the same token, though, there is a corresponding 
tax or penalty on the users, particularly of the highways for the build- 
ing of these highways, and whether that fully compensates for the 
costs, [donot know. I doubt it. But it is not all quite as bad possibly 
as it has been pictured by the railroads. 

I am not arguing your point at all. I recognize that to some extent 
there is probably a degree of unfairness. 

Mr. Meria. Well, Mr. Chairman, I think it is a matter of common 
knowledge that the State or the Federal Government could build a 
highway to support a stock truck carrying 20,000 or 22,000 pounds of 
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livestock or a fairly good size truck for maybe $150,000 a mile. But 
when you start building these interstate highways, they are costing 
from $14 million to $2 million a mile. 

Mr. Witu1aMs. That is quite true. 

Mr. Mexia. I think that in itself demonstrates that when you have 
to spend two and three times as much money to build a highway to 
accommodate a commercial or for-hire truck as you do to accommodate 
a livestock truck or a farm truck, that of itself should prove, through a 
matter of simple arithmetic, they are not paying their way. 

Mr. WituraMs. I do not think anyone would contend that users of 
the highway pay the entire cost of building and maintaining the 
highway. I do not think anyone would contend that. My purpose 
in making the remarks as I did was merely to indicate that the condi- 
tions are not quite as one-sided as might be indicated by some of those 
who have testified for the railroads, although I recognize a degree 
of unfairness. 

Ofcourse, what that degree is, frankly, I do not believe I am capable 
of saying. 1 

Mr. Meria. Well, I am not, either, Mr. Chairman, but when you see 
them building these highways as they are west from Omaha now, and 
they put a base under them that thick [ indicating}, and the old high- 
ways had a base under them that thick [indicatig], it must be that 
they are spending many times the amount required to accommodate an 
ordinary farm truck or pickup and delivery truck. But I do not know 
percentagewise just what it would be. , 

I would like to deal with our competitive situation more specifically 
in terms of figures. 

First, I want to say that our situation, the Union Pacific Railroad, 
is similar to that of the Northern Pacific. The Union Pacific was 
completed in May 1869. We were the first transeontinental railroad 
built. We, like the Northern Pacific, handle predominantly products 
of the earth: agricultural products, fruits and vegetables, and products 
of mines. 

But the point I want to make is that in 1958 the Union Pacific 
handled 54 million tons of freight. Now, of those 54 million tons, 14 
million tons consisted of products of agriculture, including fruit, 15 
million tons were products of mines, and 911,000 tons were animals and 
products. 

Gentlemen, out of 54 million tons of freight, 30 million tons were 
low-rated traffic—low-rated traffic, 30 million out of 54 million. We 
are a transcontinental railroad. The economy of the West—Cali- 
fornia, Oregon, Washington, Nevada, and Idaho—depends upon its 
ability to market its products. Idaho potatoes have to compete with 
Maine potatoes. Necessarily, the Union Pacific and the Northern 
Pacific and the Southern Pacific must publish rates in order to move 
that merchandise, and they are low rates on, as I say, 30 million out 
of 54 million tons of freight—but the trucklines go out and solicit the 
high-grade traffic. This is reflected by the fact that in 1945, 21.5 mil- 
lion tons of manufactures and miscellaneous traffic were handled. by 
the Union Pacific. That is high-class traffic. If we hope to survive, 
we have to get more of it. We cannot continue to lose it. In 1945, 21.5 
million tons ; in 1958, it fell below 16 million tons. 
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Gentlemen, only 16 million tons of high-class traffic. We must get 
more of it. We cannot continue to lose it if we are going to stay in the 
railroad business. 

Now, further proof of the way the trucklines are competing and 
taking our high-class traffic: they do not want the low-class traffic, the 
so-called balloon traffic, reflected by the fact that in 1953 the earnings 
per ton-mile of the American railroads were slightly less than a cent 
and a half—less than a cent and a half. The trucklines, however, 
earned almost 6 cents per ton-mile. That reflects the type of traffic 
they solicited. That reflects the type of traffic they get. 

And in 1958—we do not have the figures for 1959 yet—in 1958, the 
railroads’ earnings per ton-mile were only 14.6 mills—14.6 mills, 
The trucklines earned 61 mills—6 cents. And why? They are go. 
liciting the cream of the traffic and they get it, and they are continuing 
to get it. 

Pia an article in Transport Topics Monday—that is the truckers’ 

ublication—indicating that in the first 2 weeks of January the truck- 
ine traffic, in tons, had increased 8.6 percent. That of the Union 
Pacific Railroad for the first 2 weeks of January—and the figures are 
not published yet—decreased approximately 2 percent, tonnage. 

So we have lost much of our traffic, gentlemen, and we are con- 
tinuing to lose it. Why are we continuing to lose it? Because these 
trucklines are soliciting the high-class traffic and they leave to the 
railroads the low-rated traffic. That is a matter of common knowl- 
edge in the railroad business and the truckers admit it and the figures 
reflect it. 

Mr. Witu1aMs. Mr. Melia, this does not have anything to do, I am 
certain, with the issue at hand, but is it not a fact that there are many 
reasons that the railroads find themselves making smaller and smaller 
profits, not the least of which might be the so-called full crew laws 
and the additional burdens of expense that are placed on the railroads 
by such, I am advised, and I say this advisedly, archaic laws? 

Mr. Metta. Indeed, we have full crews in many of our Western 
States. You have heard about the so-called subject of featherbedding, 
and at these—— 

Mr. Witu1aMs. Sothis is really merely an element of your problem! 

Mr. Metta. It is a factor in our problem, but if the railroads could 
continue to handle the volume of traffic in 1960 that they handled in 
1935, your full crew laws and other legislative burdens would not be 
too big a problem. 

I might say here, Mr. Chairman, on that point—and I was coming 
to it in this statement, viewing the diversion of business from the 
railroads to other forms of transportation from the standpoint of all 
traffic—figures issued by the Bureau of Transport Economics and 
Statistics of the ICC show that in the year 1940—and I think this 
touches upon your question—in 1940 the common contract for-hire 
truckers handled 20,700 million ton-miles of intercity freight. In 
1957 they handled 84,260 million ton-miles, an increase of over 300 per- 
cent. It was actually 307 percent. 

Just bear that in mind: 807-percent increase in 17 years. 


But look at what happened to the railroads. In 1940 the railroads 


of the country handled 879 billion ton-miles of freight, and in 1957, 
626 billion ton-miles, an increase of only 65 percent. If we handled, 
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had an increase of say 200 percent, I do not think the full crew laws in 
the various States, and maybe some of these burdensome legislative 

roblems that confront us, would be quite as important as they are 
today. We are just not getting the business; we are losing it every 
week, as I just indicated to you. Our revenue is down and our loadings 
are down, while those of the trucks are up. 

In 1925 the Union Pacific handled 847,000 tons of less-than-carload 
traffic—847,000 tons. In 1958 we handled only 222,000 tons. Just 
think of it; it fell off to only one-fourth as much as in 1925. | 

I have probably overrun my time, but I want to get to this matter 
of key points. It is extremely important for the Union Pacific, 
and for that reason I had this map prepared. As I said before, 
the dark blue lines indicate those highways paralleling the railroad 
where we have motortruck operations, and I would just like to illus- 
trate the situation out of Kansas City, Mo., where we have a main line, 
a fast track railroad going to Denver, Cheyenne, Pacific Northwest, 
and to California. 

Kansas City is a key point, as you see on that map; Topeka is a 
key point; Manhattan-Junction City are considered as one key point; 
and Salina is a key point. 

Now, the distance from Kansas City to Topeka, gentlemen, is only 
68 miles, and there is an excellent highway there, Federal-aid high- 
way, 68 miles. We cannot take an LCL shipment to Topeka on the 
Union Pacific Railroad. We have to put it on a freight car. The 
same thing is true of Manhattan and Junction City. Manhattan is 
119 miles and Junctian City is 135 miles from Kansas City, and we 
cannot transport it by truck. 

Salina is only 184 miles from Kansas City, but again we have to 
load it in a rail car. 

The situation confronting us there is precisely the same that con- 
fronts Mr. Macfarlane’s railroad; namely, we have an inefficient and 
burdensome motortruck operation. We cannot compete with the 
trucks because of these key point restrictions. They are out on the 
highway before we get started with a freight car. 

he same situation occurs at Omaha. Omaha is a key point; Grand 
Island is a key point; it is 146 miles to Grand Island. It is another 
140 miles to North Platte, but we cannot go to Grand Island with a 
motortruck of merchandise; we have to put itonarail car. The same 
thing is true at North Platte. Key point restrictions also plague us 
and burden us at other points on the motortruck operation. I will 
not attempt to deal with them, but I think it points up just how impor- 
tant and burdensome these key point restrictions are. 

Now, in addition to that, and I do not. know that it has been men- 
tioned, gentlemen, but the Union Pacific Motor Freight Co. cannot 
handle all types of traffic, and I am going to read from my statement. 
For example, we cannot handle petroleum products, grain, sugar, flour, 
cement, or other commodities in bulk, and neither can we haul automo- 
biles, farm tractors, contractors’ equipment, oilfield equipment, or other 
aoeeents requiring special equipment. We cannot haul any of those 
items. 

Now, to indicate how important that is, traffiewise, cement is a good 
example of a bulk commodity. Virtually all cement plants are lo- 
cated on railroads. This is important to-us because there are several 
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large Government construction projects going on in our territo 

along the Columbia River, and we operate along the south bank of 
the Columbia River for 215 miles, and aiso the Flaming Gorge Dam 
and other dams being built in Colorado and Utah. Railroads haye 
many cars, both boxcars and covered hopper cars, which are suitable 
for handling cement. Yet cement traffic of the railroads is gradual] 

dwindling away mainly because in many instances they cannot handle 
cement to its point of use. A dam may be constructed several miles 
from the railroad. For the railroad to participate in the movement of 
cement to a damsite it must move in cars from the cement plant to the 
railhead nearest the work. It must then be unloaded from the raij 
car and either stored in a silo for subsequent loading in a truck or 
loaded directly into a truck for movement to the dam, and, gentlemen 
that is the way it is moving. It is going right from the manufactur. 
ing plant located on the railroad—necessarily they must be located on 
a railroad because their inbound product must come in by rail. It js 
low-grade type of traffic and it must necessarily carry a low rate and 
only the railroads can handle it. But when it goes out, it is gradually 
moving out by highway all the way. We have a large cement plant 
on our main line at Laramie, Wyo. ; huge amounts of cement are being 
purchased there for these dams, for dam construction. We are losing 
it just because these trucks are taking it and we cannot haul it by 
truck. y 

What Mr. Macfarlane said with respect to the waterways applies 
substantially to the Union Pacific Railroad. 

As I said before, the Union Pacific operates along the south bank 
of the Columbia River into Portland from the east. Our main line 
from Spokane also joins and operates into Portland. 

I know from personal experience that we have lost 95 percent of our 
grain traffic westbound into Portland from Oregon, Montana, and 
Washington and northern Idaho, and we have lost practically all of 
our petroleum traffic from Portland eastbound on the Columbia River, 

Why? Because the bargelines have taken it away from us in the 
past 25 years. It is the most frustrating thing in the world to ride the 
Union Pacific Railroad into Portland for 215 miles from a point called 
Pendleton and see the locks and dams built there in the Columbia 
River years ago and some are being built today, right now, and they 
are relocating our railroad in some places. The Government is pay- 
ing for it, of course, but we are losing the traffic, millions and millions 
of dollars being spent on that construction, and why? To further and 
encourage river transportation, not only as it now exists but they pro- 
pose to extent it up the Snake River to Lewiston and farther up the 
Columbia River into territory served by the northern lines and we sit 
there and the traffic has been dwindling away for 30 years and it is 
still dwindling. 

Gentlemen, I said I would take 15 minutes. I know I have exceeded 
that, so I will, if you will excuse me, I will stop. 

Mr. WixitaMs. Mr. Staggers, do you have any questions? 

Mr. Sracecers. I have no questions. 

Mr. Wiu1aMs. Mr. Melia, I am going to pass any questions that I 
might have, also, in the interests of time, but permit me to thank you, 
also, for a very enlightening and excellent statement. 

Mr. Metza. Thank you, Mr. Chairman. 
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(Mr. Melia’s prepared statement follows :) 


STaTEMENT OF F. J. MeLiA, VICE PRESIDENT AND WESTERN GENERAL COUNSEL, 
UNION PaActFic RAILROAD Co. 


My name is F. J. Melia and I am vice president and western general counsel 
of Union Pacific Railroad Co. with office at Omaha, Nebr. 

The Union Pacific’s lines of railroad extend from Council Bluffs, Iowa, and 
Kansas City, Mo., on the east through Denver, Colo., and Cheyenne, Wyo., to 
Los Angeles, Calif., Portland, Oreg., Seattle and Spokane, Wash., and Butte, 
Mont., on the west. This operation comprises 9,740 miles of main and branch 
lines. ; : ake pe ; 

In addition to its rail operations, the Union Pacific has rather extensive motor 
trucking operations in the name of its wholly owned subsidiary, Union Pacific 
Motor Freight Co. The latter commenced operations in January 1950, and now 
operates over highway routes aggregating 5,960 miles. In 1959 the motor freight 
company’s for-hire vehicles operated 3,565,070 miles. At the present time the 
company owns 50 trucks, 168 tractors and 519 trailers, representing an invest- 
ment of $2,740,787. 

Attached to my statement is a map showing the lines of the Union Pacific 
Railroad. As the legend states, the heavy blue lines on this map indicate those 
portions of the railroad which are parelleled by the motor truck operating rights 
held by Union Pacific Motor Freight Co. The motor freight company does not 
have authority to perform trucking service on those portions of the railroad indi- 
cated by dashed blue lines. However, pursuant to an application filed by the 
motor freight company, Joint Board No. 410 has issued a proposed report and 
recommended order which, if adopted by the Interstate Commerce Commission, 
will permit it to perform trucking service over the routes shown by dashed blue 
lines between Pocatello, Idaho, on the one hand, and Wells, Nev., Boise, Idaho, 
and Butte-West Yellowstone, Mont., on the other hand, but with the “key point” 
and other restrictions which the Commission usually imposes in these cases. 
There is now pending before the Commission an application by the motor freight 
company to perform trucking service paralleling the rails of the Union Pacific 
Railroad shown by dashed blue lines on the map between Huntington, Oreg., on 
the east and Spokane, Tacoma, and Seattle, Wash., and Portland, Oreg., on the 
west. 

Except for two or three short operations, all of the certificates issued to 
Union Pacific Motor Freight Co. by the Interstate Commerce Commission carry 
the restrictions which limit its operations to those which are strictly auxiliary 
to or supplemental of the operations of the Union Pacific Railroad. In addition 
to requiring that only stations on the railroad be served and that all freight 
handled by truck move at rail rates and on rail billing, these restrictions include 
the prescription of “key points.” A key point limitation simply means that no 
shipments can be handled by motor truck through what the Interstate Commerce 
Commission feels should be a rail assembly or distributing point for less-than- 
carload freight, or to or from more than one of these points. Later I will 
undertake to explain how these restrictions serve only to make our motor truck 
operations more difficult, more expensive, and inefficient in many instances. 

In the case of two or three certificates held by the motor freight company, in- 
volving very short operations, the ICC has imposed the so-called prior or 
subsequent restriction requiring that every shipment moving by truck must 
have a prior or subsequent movement by rail. Thus, an interstate shipment 
from Los Angeles to San Bernardino, Calif., or intermediate points, when routed 
over the Union Pacific Railroad cannot move by substitute truck of the Union 
Pacific Motor Freight Co. unless it is brought into Los Angeles by rail. 

It might clarify matters to explain that the several segments of the for-hire 
transportation industry in the country are not regulated by a single act of 
Congress, and neither are they all regulated by a single administrative body. 
Regulation of railroads by the Interstate Commerce Commission preceded regu- 
lation of the highway carriers, water carriers, and air carriers by many years. 
Specifically, the original Interstate Commerce Act was enacted February 4, 
1887. It, of course, has been amended several times by way of enlarging the 
jurisdiction of the Interstate Commerce Commission over the railroads’ activities. 

While the 1887 act and the Panama Canal Act of 1912 exerted limited regula- 
tion of water carriage, it was not until the adoption of the Shipping Act of 
1916 that general Federal regulation of water transportation was provided. 








126 TRANSPORTATION DIVERSIFICATION 


The Transportation Act of 1940 added the present part III of the Interstate 
Commerce Act. 

For-hire highway carriers came under regulation by the Interstate Commerce 
Commission by virtue of the Federal Motor Carrier Act of 1935, and which is now 
part II of the Interstate Commerce Act. 

It was not until 1938 that Congress enacted the Civil Aeronautics Act which 
established the Civil Aeronautics Authority with power to regulate carriers 
engaged in scheduled air transportation, including their rates, and to issue certifi. 
cates of public convenience and necessity. While the Civil Aeronautics Authority 
was transferred to the Department of Commerce in 1940, the five-member board 
which regulated the economic affairs of the airlines retained its existence ag an 
administrative body under the title of Civil Aeronautics Board. In 1958 the 
Civil Aeronautics Authority was made a part of the Federal Aviation Agency, 
However, the Civil Aeronautics Board remains much as it has been since 1938, 
By Federal law this Board is required to perform certain promotional work by 
way of fostering and encouraging air transportation. 

From the foregoing it will be noted that the Interstate Commerce Commission 
exercises jurisdiction over railroads, for-hire motor carriers, and coastwise and 
inland water transportation, while the Federal Maritime Board looks after over. 
sea transportation and the Civil Aeronautics Board and Civil Aeronautics 
Authority (now Federal Aviation Agency) regulate the affairs of air transpor. 
tation. 

The financial plight of the railroad industry is basically the result of a cop- 
tinuing loss of traffic, and particularly the best traffic, to competitive modes of 
transportation which have been fostered both by consumer demand for greater 
flexibility of service and the willingness of Government to subsidize from public 
funds the growth and current operations of these competitive modes. 

Despite the fact that railroads still afford the most economic method of trans- 
portation, all factors considered, the shipping public during recent years has 
increasingly demanded greater flexibility and service. Shippers of today, faced 
with decentralization of industry and rising costs, have turned in ever increasing 
numbers to off-rail plant sites and direct distribution and maintenance of lower 
inventories, All of this has required a degree of flexibility and speed in trans- 
portation service which in some cases the railroads have not been able to pro- 
vide because of their inability to engage in other modes of transportation. Asa 
result, many shippers have turned to the newer transportation media, par- 
ticularly highways, to meet their transportation needs. 

While the Federal Government continues, both directly and indirectly, to 
spend money to provide highways, to assist the airlines and for more and better 
water transportation, the railroads are obliged to expend large sums for estab- 
lishing and maintaining their own facilities, as well as contributing large 
amounts in taxes to help support subsidization of competing modes of trans- 
portation by Federal and local public bodies. 

From my office window in Omaha I can see the large shops and yards of the 
Union Pacific which were constructed with our own funds. I can also see the 
barge terminal and public docks on the Missouri River which exist only by 
virtue of the expenditure of public funds, the airport which operates on Govern- 
ment furnished navigational aids and airport grants, and the highway built at 
public expense extending from downtown Omaha only to reach the airport over 
a long viaduct constructed across our yard tracks, Moreover, the amount of 
money spent and being spent by the Federal Government for new highways is 
astronomical. 

Under these circumstances, it is indeed no wonder that large amounts of 
traffic have continued to drift away from the privately supported railroads to 
the publicly subsidized highway, air, and waterway thoroughfares, with @ 
resultant adverse effect on net railroad revenues. 

The Union Pacific Railroad, like some of the other western lines, handles a 
large volume of what might be said to be low rated traffic. To illustrate: In 
1958 we moved approximately 54 million tons of freight. Of this about 14 
million tons consisted of products of agriculture, 15 million tons of products of 
mines and 911,000 tons of animals and products. In the aggregate these three 
categories of traffic amounted to about 30 million tons of low-rated traffic out of 
a total of 54 million tons of all traffic for the year. The Union Pacific and other 
transcontinental railroads must publish depressed rail rates on fruits and vege 
tables produced in the West and marketed in midwestern and eastern seaboard 
cities in order to meet the competition of similar products grown and produced in 
those nearby areas. However, we cannot live on revenues derived from this 
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large volume of low rated traffic alone. We must be ina position to continue to 
compete for the higher rated traffic, most of which far consists of manufactures 
and miscellaneous. It is this class of business that appeals to for-hire truckers 
and which has so largely been diverted to them because of the inability of the 
railroads to give competitive service in many cases. For instance, in 1945 the 
Union Pacific handled 21,500,000 tons of manufactures and miscellaneous traffic, 
while in 1958 we moved only 15,700,000 tons. wat 

Another way of showing why the trucklines prefer to solicit and handle the 

h rated classes of traffic is indicated by the following comparison of the class 
I railroads’ average revenue per ton-mile with those of class I intercity motor 


carriers : : , 
Average revenue per ton-mile, United States 





LE —— 











Class I inter- 
Year Class I city motor 
railroads carriers-inter- 
| | city service ! 

(1) (2) (3) 

| Mills Mills 
SE gi ae - denintie soe edo ae 14. 78 56. 63 
ee tao Re cecdesag J idaad cdg 14. 21 57. 40 
lsd antes. tindbitacembthdeinS2 Sten 13. 71 57.14 
itd nesitidebtiiyienrsdwcttinnbnamateihbeenabiiieamee 13. 83 | 58. 76 
I cieenes- Tie sie eee maa 14. 45 | 61.13 
Ts Beir et PUES abe Spek hls eeokt ase 14. 63 61. 30 

IN saint ah. 2h Saka as crba cs ecbidn can nunaenandccacbeianissiceneued 14. 56 | ) 








—_——- 


1 Weighted on basis of total estimated intercity revenues and ton-miles, class I, II, and III common and 
contract intercity carriers. 
2 Not available. 


Source: Col 2—ICC Statement M-220 (OS-D). Col 3—ICC publication ‘Transport Economics’’ No- 
vember 1959, p. 7. 


Viewing the diversion of business from the railroads to other forms of 
transportation from the standpoint of all traffic: Figures released by the 
Bureau of Transport Economics and Statistics of the Interstate Commerce Com- 
mission show that in the year 1940 common and contract for-hire truckers 
handled 20,683 million ton-miles of intercity freight, while in 1957 the figure 
was 84,260 million, an increase of more than 300 percent. On the other 
hand, the railroads of the country handled 626,200 million ton-miles of freight 
in 1957, compared with 379,200 million ton-miles in 1940, an increase of only 
65 percent. 

It is obvious, I think, that this gradual diversion of traffic from the railroads 
to their competitors, with the consequent slow economic weakening of the 
former, cannot go on if the railroads are to survive under private ownership. 
To stem this serious situation, the railroads must be placed in a position to 
furnish the type of service which shippers demand by being allowed to engage in 
the newer forms of transportation, particularly highway and air, on the same 
basis as their competitors, a thing they cannot now do because existing laws 
impose discriminatory restriction upon railroad use of these other mecdes of 
transport. 

To be specific, in the Civil Aeronautics Act of 1938, which governs the acquisi- 
tion of an air carrier by any other type of carrier, there is the positive require- 
ment that the transaction “will promote the public interest by enabiing such 
carrier other than an air carrier to use aircraft to public advantage in its opera- 
tion and will not restrain competition.” While this provision may not seem 
unduly restrictive, it has been interpreted and applied by the regulatory body, 
with approval of the courts, in such a way that all surface carriers, including 
railroads and their affiliates, have been almost totally excluded from air 
operations. 

In the motor carrier field, which gives the railroads their greatest competi- 
tion, permission to them and their affiliates to use the highways has been 
restricted, except where unusual circumstances prevail, to service which is 
“auxiliary to or supplemental of train service.” 

As a result, railroads, except those holding grandfather certificates, are com- 
fined in their highway operations to distributing and assembling traffic to and 
from key point stations on their lines. These restrictions not only prevent 
a railroad owned or controlled truck company from handling freight on motor 
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carrier rates and billing, which rates are sometimes lower than rail rates, but 
they limit the hauling of such freight to relatively short distances, In fact, 
these key points, which really are artificial barricades to through traffic, not 
only limit operational efficiency, but to a large extent destroy the advantages 
which might otherwise be derived from motor carrier operations. For instan 

between Kansas City, Mo., and Salina, Kans., a distance of 184 miles, the Inter. 
state Commerce Commission has imposed key points on westbound traffic at Kan- 
sas City, Mo., Topeka, Junction City-Manhattan (considered as one key point) 
and Salina, Kans. In this 184 miles there are three barricades to efficient opera. 
tion. Thus, a shipment from Kansas City cannot move entirely by truck to 
Topeka, only 68 miles to the west, because it is a key point. Likewise, a ship 
ment cannot be moved entirely by truck from Kansas City, Mo., to Manhattan, 
Kans., 119 miles, to Junction City, Kans., 135 miles, or to Salina, Kans., 184 miles. 
Other examples can be cited of how the key point restrictions impose a rea] 
burden on our motortruck operations, particularly on the main line west from 
Omaha, Nebr., where similar restrictions are imposed. Because of the key 
point restrictions boxcars, rather than motortrucks, must be used because motor- 
trucks cannot operate through a key point, or to or from more than one of such 
points. For instance, daily merchandise cars are operated from Kansas City, 
Mo., to Topeka, Manhattan, Junction City, and Salina, Kans., which often go only 
partly loaded. Handling of this traffic by motortruck all the way would not 
only be more efficient and less expensive, but would afford a faster and more 
direct service to our patrons. Furthermore, many high class boxears which are 
now used for carrying less-than-carload freight could be used more advanta- 
geously and profitably for carrying carload freight where they are badly needed. 

Because of these obstacles to our furnishing faster and more efficient service 
on certain traffic, many shippers have turned their traffic over to the trucklines, 
This is reflected in the fact that in 1925 we handled 847,000 tons of less-than- 
carload freight, whereas in 1958 it dwindled to only 222,000 tons. 

It should also be mentioned that the Union Pacific Motor Freight (Co. is re 
stricted in the commodities or types of shipments it can handle. For example, it 
cannot handle petroleum products, grain, sugar, flour, cement, or other commodi- 
ties in bulk, and neither can it haul automobiles, farm tractors, contractors’ 
equipment, oilfield equipment, or other shipments requiring special equipment. 
If the Motor Freight Co. were permitted to operate free from these commodity 
limitations, which are not required by statute but by action of the Commission, 
it and the Union Pacific Railroad would be free to handle any and all types of 
traffic moving to or from points in certain concentrated areas in the most eco- 
nomical, efficient, and speedy manner, either by all rail, all truck, or any combina- 
tion of rail and truck movement. Inability to handle all types of traffic for ship- 
pers greatly limits the railroad in the use of the extensive facilities it has built 
up, and in many cases shippers have diverted all of their business to highway 
carriers simply because it is more convenient to deal with one transportation 
agency. 

Almost daily we receive notice of motor carrier applications to handle one or 
more specific commodities between points on our railroad. At the hearing the 
evidence in support of such applications usually consists of testimony by ship- 
pers that rail service is not satisfactory because the plant is located off rail, per- 
haps only a few miles; because the railroad cannot provide prompt service for 
small quantities; because split pickups or split deliveries at more than one loca- 
tion are desired, or because motor carrier service is more efficient for the in- 
volved shipment for one reason or another. If railroads were permitted to 
combine motor carrier and rail service, and particularly without restriction as 
to distance, they could, I am sure, retain much of the business which is being 
drained away by numerous motor carrier applications. 

Cement is a good example of a commodity of this type. Virtually all cement 
plants are located on rail. Railroads have many cars, both boxcars and covered 
hopper cars, which are suited to the handling of cement in bags or in bulk. Yet 
the cement traffic of the railroads is slowly dwindling away mainly because in 
many instances they cannot handle cement to its point of use. A dam may be 
constructed several miles from a railroad. For the railroad to participate in 
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the movement of cement to the damsite it must move in cars from the cement 
plant to the railhead nearest the location of the dam. It must then be unloaded 
from the rail car, and either stored in a silo for subsequent loading in a truck, 
or loaded directly into a truck for movement to the dam. This method of han- 
dling is expensive and rather than resort to the additional handling and expense, 
the contractor elects in many cases to use motor carrier service the entire dis- 
tance from the cement plant to the damsite. If railroads were not restricted 
by commodity and key point conditions imposed by the Commission, they could 
rform the entire movement either in rail cars, in trailers on flatcars, or en- 
tirely by motor vehicle, whichever method best suits the needs of the shipper. 

As to railroad use of waterways: The main line of the Union Pacific into 
Portland from the east and also into Portland from Spokane runs along the 
south bank of the Columbia River from Kennewick to Portland, a distance of 
998 miles. The Federal Government has spent many millions of dollars for the 
construction of locks, dams, and other facilities on this river between Portland’ 
and Kennewick in order to make it navigable. In fact, transportation between 
Kennewick, Washington, and Portland on the Columbia River alongside our 
railroad has been made possible only by expenditure of Federal funds, and this 
in turn has resulted in diversion to barges and trucks of a very substantial part 
of the grain traffic formerly handled by the Union Pacific and other railroads 
from eastern Washington, northern Oregon, and northern Idaho into Portland. 
Not only have the bargelines cut heavily into the Union Pacific’s westbound grain 
traffic from the above-described areas, but they have practically put us out of the 
eastbound petroleum business from Portland into the same regions. At one time 
the Union Pacific handled a very large volume of petroleum products from Port- 
land east, but for several years now almost all of this traffic has moved by barge 
from Portland to tank farms at Umatilla, Oreg., and Pasco, Wash. The move- 
ment beyond the latter points is predominantly by highway. The bargelines’ 
ability to secure this grain and petroleum traffic stems largely from the fact that 
the transportation of not more than three bulk commodities in a single vessel is 
exempt from regulation under section 303(b) of the Interstate Commerce Act. 
Thus, anyone having the required capital can go into business on the Columbia 
River for the transportation of grain and petroleum products except a railroad 
like the Union Pacific with which the barge service competes. Moreover, grain 
being an exempt commodity under the Motor Carrier Act of 1935 (pt. II of the 
Interstate Commerce Act) the bargelines can go further in their competition 
with us by operating their own trucks from the grainfields to the river ports. 

In order for the Union Pacific to secure authority from the Interstate Commerce 
Commission to operate barges even for handling bulk commodities it would be 
necessary for it to prove that its barge service is “in the interest of the public 
and with advantage to the convenience and commerce of the people, and that it 
will not exclude, prevent, or reduce competition” on the river. If the Union 
Pacific, or any other railroad for that matter, applied to the Commission for a 
certificate to operate barges on the Columbia River the existing barge operators 
undoubtedly would vigorously oppose such a proposal even though we for years 
had to stand by and look helplessly on the diversion of our grain and petroleum 
traffic to these very competitors. And this in face of the fact that the Union 
Pacific as a taxpayer contributed substantially toward the cost of the locks, 
dams, and other facilities which enabled the bargelines to take over practically 
all of our petroleum and grain traffic into or out of Portland. This, indeed, is an 
incredible and frustrating situation from the railroads’ standpoint. 


CONCLUSION 


Since World War II competition between modes of transportation has become 
more intense than at any time in the country’s history, mainly, I think, because 
of the great opportunity which the air, highway, and inland w aterway carriers 
have had to extend and improve their services and operations because of the great 
capital outlays by the Federal Government and other public bodies. The com- 
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mercial users of these facilities have not been required to make the capital invegt. 
ment in the first place, nor pay for them in the second, with the result that their 
charges to the public for transportation have been relatively low. To match their 
prices the railroads, meeting their full costs (including taxes on property) have 
had an increasing economic problem. The result of this favoritism toward oy, 
competitors is reflected in the fact that since 1946 the railroads’ share of the 
Nation’s total freight tonnage has steadily dwindled from 66.6 percent to legs 
than 46 percent in 1958, and it is still declining. 

There is no reason to believe that entry of the railroads into these other fields 
would necessarily tend to restrict or control competition within them. There 
are thousands of licensed carriers in these fields—some quite large and others 
rather small, and the fact that some of them in the future might be operated by 
or affiliated with railroads would not upset the competitive picture. The field 
is already so large and diversified that matters of size and control of individua} 


earriers can have little effect on the overall situation. In brief, it seems clear 
that the independent carriers in each of these fields are here to stay regardless of 
whether railroads are permitted to participate. What those who raise the 
specter of monopoly seem to forget or ignore is the degree to which the entire 
for-hire transportation industry is, and under the proposed legislation would 
continue to be, subject to Government control. The present proposals do not in 
any way affect the Interstate Commerce Commission’s regulatory control over 
the acquisition of motor carrier or water carrier authority and the rates to be 
charged for the services furnished in those fields of transportation ; and neither 
would the regulatory powers of the Federal Aviation Agency over airlines be 
lessened or otherwise affected. 

The railroads’ proposals here are directed to achieving only one purpose, and 
that is the right to perform motor, water, and air transportation on the same 
conditions as their competitors, first, so as to improve their transportation service 
to the public and, second, to reduce their overall costs as a transportation agency. 
Of course, the railroads will continue to provide and maintain their own rail- 
road properties at their expense, and if permitted to engage in motor, water, and 
air transportation they will only be sharing in the use of facilities which they 
have helped to provide as substantial taxpayers. They do not seek in any way 
a preference or advantage in these matters. 
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Mr. Wiiui1AMs. The committee will stand adjourned until 2 o'clock. 
(Whereupon, at 12:20 p.m., the hearing was adjourned, to recop- 
vene at 2 p.m.) 
AFTERNOON SESSION 


Mr. WiiitaMs. The committee will come to order, please. 

Mr. Starr Thomas, is he in the audience? 

Mr. THomas. Yes, sir. 

Mr. Wuu1ams. Mr. Thomas, I understand you have a problem, 
and you have requested permission to appear and submit. your state. 
ment for insertion, and possibly use 4 or 5 minutes in a brief expla- 
nation; is that correct ? 

Mr. Tuomas. That is correct. I will not use more than 5 minutes 
at the most. 

Mr. Wititams. With that in mind, the Chair will be glad to call 
you as the first witness 

Mr. Tuomas. Thank you. 

Mr. WitiiamMs. Asa courtesy, of course, to you. 





STATEMENT OF STARR THOMAS, GENERAL SOLICITOR, ATCHISON, 
TOPEKA & SANTA FE RAILWAY SYSTEM 


Mr. Tuomas. My name is Starr Thomas. I am general solicitor 
of the Atchison, Topeka & Santa Fe Railway system. My business 
address is Chicago, Il. 

My statement merely sets forth the history of two cases where 

railroads actually engaged in air transport ition, but were, so to speak, 
forced out of it by the polici ies of the Civil Aeronautics Board. 

The first one is about an operation by a corporation known as Santa 
Fe Skyway, which was a subsidiary ‘of the Santa Fe Railway. 

It was set. up to operate an aircargo service shortly after World 
War II. At that time there was a good deal of talk of dev elopment 
of aircargo, and the feeling was, generally, that the certificated air- 
lines had not shown much interest. in it, and a great. many companies 
were organized to go into that business. 

Santa Fe Skyway operated, beginning July 1, 1946, as a contract 
air cargo carrier. 

Now, as a contract carrier, it did not need a certificate from the 
CAB. It could operate without that. It operated about, a little 
more than a year and a half, and finally ceased operations because 
of the developments that occurred during that period. 

It operated four DC-4’s and three DC-3’s between the Pacific coast, 
Southwest, Chicago, and New York, and that operation, which com- 
menced in July 1946, totaled something like 2 million plane-miles be- 
fore it was discontinued. 

The purpose in starting the operation was to demonstrate that a rail- 
road could set up an organization and have the know-how to run 4 
good airfreight service, and we think we thoroughly demonstrated 
that. 

However, the contract type of operation simply could not develop 
enough business to sustain the operation. 

Now the CAB issued an exemption regulation authorizing all other 
of the noncertificated cargo carriers to operate as common carriers 
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until the CAB heard their applications, and decided them, for com- 
mon carrier certificates. 

We had an application on file. We never had a hearing. The ex- 
emption was so phrased that it excluded us, because we were a rail 
subsidiary. So we were finally just forced out of the business, and 
we just withdrew. 

Now the other item covered—— 

Mr. Wituiams. Did I understand you that you did make an appli- 
eation to the Commission ? 

Mr. Tuomas. Oh, yes. It was filed in November of 1946, and we 
withdrew in January 1948, and it had not even been set for hearing. 

Mr. WituraMs. Incidentally, do not worry about 4 or 5 minutes. 
Weare not going to hold you to that literally. 

Mr. Tuomas. I realize that. 

Mr. WititaMs. Go right ahead, sir. 

Mr. Tuomas. I might say Aviation Week, which is a well-known 
trade magazine in the air transportation field, wrote an article about 
this experiment, and they described Skyway, they said it was one of 
the most eflicient uncertificated freight lines. 

They said that Skyway has never asked for any kind of Govern- 
ment subsidy or equipment. development handouts. It said that its 
officials expressed themselves as being content to provide airlift in the 
cargo field only, and offered a plan of air-surface coordination that 
would have expedited freight to hundreds of communities without air 
service. 

We were going to use our rail and truck operations in connection 
with the airfreight service to serve communities that were either too 
small or for one reason or another not situated where direct aircargo 
service could be supplied. 

Now the other instance is the instance of the Boston & Maine and 
Maine Central Railroads. They pioneered from the very beginning 
the development of air transportation in New England. 

They formed an organization known as Boston-Maine Airways, 
flying from Boston to the north, and started operations in 1931. 

It developed into a fairly successful operation. Eventually they 
expanded somewhat and made some public offering of the stock, so 
that the railroads owned about half of it. 

At that time they changed the name of the line to Northeast 
Airlines. 

The time came when it was economically necessary to get authority 
to serve from Boston down to New York to connect with the service up 
in northern New England. ‘The line had to have that route to exist. 

The CAB, recognizing that they were, in part, controlled by a rail 
carrier, made it perfectly clear that they would not be given favor- 
able consideration as long as they had that rail ownership. 

So the Boston & Maine in 1945 finally disposed of the last of their 
stock in that airline. 

So they had developed this airline, they developed it with their own 
money in the early 1930’s, absorbed the early losses, and ended up with 
a going operation, but they just had to sell out, because the CAB 
would not let them expand as was necessary to develop. 

So these are two concrete instances where rail carriers have shown 
what they can do in the air-transport field. 
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I think they are useful in considering the arguments that are bein 
made, and often have been made, that railroads would stifle another 
form of transportation if they were permitted to get into it. 

That is all I have to say. 

Thank you, sir. 

Mr. Wiuu1aMs. Thank you, sir. 

Mr. Moulder, do you have any questions ? 

Mr. Moutper. Then it is your contention that the railroads haye 
been discriminated against 

Mr. Tuomas. Yes. 

Mr. Mouper (continuing). By the CAB in awarding certificates 
for cargo carriers ? 

Mr. Tuomas. No surface carrier has ever been awarded, either di- 
rectly or through a subsidiary, no surface carrier has ever gotten a 
CAB cetificate, tomy knowledge. 

Mr. Moutper. For the record, Mr. Chairman, I would like to in- 
quire, in order to educate myself, as to just what you mean by contract 
carrier, which does not need a certificate. I think I understand, but 
I would like to have the record show what it is. 

Mr. Tuomas. I am not speaking of contract carriage in the statu- 
tory definition of the Interstate Commerce Act, but it is in that gen- 
eral area. 

In other words, it is transportation which is not common carriage, 
I am a little rusty on it, but my recollection is that 

Mr. Witu1ams. It is charter service, charter freight service. 

Mr. Tuomas. That is what it is. A particular contract, not for just 
one shipment, but with a particular shipper and a group of shippers, 
and so on, not a holding out to the general public. 

Mr. Moutper. I see. 

Mr. Tuomas. It was just too limited a field to support this kind of 
an operation. 

Mr. Witu1AMs. Do you have any trucking operations? 

Mr. Tuomas. Yes; we have pretty close to 13,000 miles of highway 
routes and, speaking very roughly, I would say over 7,500 of those 
miles are routes obtained with grandfather rights and are not sub- 
ject to any of these restrictions. 

We have been operating for years throughout the Middle West on 
that basis, and I might say we have not driven the competing inde- 
pendent motor carriers out of business. We are all competing there 
today. 

Mr. Moutper. Chicago is as far east as you go? 

Mr. Tuomas. Pardon? 

Mr. Movutper. Chicago is as far east as you go? 

Mr. Tuomas. Yes; that is right. 

Mr. Witu1AMs. Thank you very much. 

Mr. Tuomas. Thank you, sir. 

(The prepared statement of Mr. Thomas follows :) 








STATEMENT OF STARR THOMAS 


My name is Starr Thomas. I am general solicitor of the Atchison, Topeka & 
Santa Fe Railway system. My business address is 80 East Jackson Boulevard, 
Chicago, Ill. 

I appear here in support of H.R. 7960, 7961, and 7962, and H.R. 9279, 9280, 
and 9281, which would remove the present restrictions against truck, air, and 
water transportation by railroads and freight forwarders. My testimony will 
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deal with the experience of two railroads which actually engaged for a time in 
air transport operations. I will deal first with the operations of Santa Fe Sky- 
way, a subsidiary of the Santa Fe Railway which engaged in airfreight opera- 
tions in 1946, 1947, and part of 1948. I shall also describe the pioneering efforts 
of the Boston & Maine and Maine Central Railroads in developing commercial 
air transportation in the New England area. 

After the experience of World War II, there was a great deal of interest in the 
development of airfreight operations in this country. The certificated airlines, 
which were interested primarily in the carrying of passengers, had shown little 
interest in developing the cargo field; and, in 1945 and 1946, a number of com- 
panies were formed for the express purpose of concentrating their efforts in the 
aircargo field. In May 1946 Santa Fe Skyway was incorporated as a subsidiary 
of the Santa Fe Railway to engage in this type of operation. Seven airplanes 
were acquired—three DC-—3’s and four DC-4’s. These were passenger-carrying 
planes, but they were given a thorough reconversion job and equipped for the 
efficient handling of aircargo. Santa Fe Skyway began its operations as an 
aireargo carrier on July 1, 1946. Skyway operated as a contract carrier since 
that type Of service was not subject to economic regulation by the Civil Aero- 
nautics Board. Regular daily service was provided and, at the peak of the 
operation, daily transcontinental flights were made, both east and west, 6 days 
a week. One hundred and ten men were employed in the operation and a fast 
and thoroughly reliable service was provided between the west coast, Southwest, 
Chicago, and New York. The airfreight planes operated by Santa Fe Skyway 
were the finest and best equipped in such service at the time. They flew more 
than 2 million plane-miles with a perfect safety record. In the first year of 
operation, there were only 5 days of flight cancellations, 4 because of weather 
conditions and 1 for mechanical reasons. Without doubt, this was a clear 
demonstration of the ability of a railroad to provide an efficient and reliable 
service in another field of transportation. 

In November 1946, Santa Fe Skyway filed an application with the Civil Aero- 
nautics Board for a certificate to provide common carrier airfreight service in 
coordination with the rail service of the Santa Fe Railway system and the truck 
service of the Santa Fe’s own trucking subsidiary. The plan of operation 
presented to the Civil Aeronautics Board contemplated not only fast airfreight 
transportation between major airports, but connecting truck and rail service 
to a wide area, including many small towns which could not generate a sufficient 
volume of traffic or lacked adequate airports to permit a direct airfreight service. 

Santa Fe Skyway sought a common carrier airfreight certificate because it 
recognized that a contract carrier service dealing with only a limited number 
of shippers with whom specific contracts were made could not generate sufficient 
traffic and revenues to support a regular daily service of the type contemplated. 
It was thought, however, that by instituting operations as a contract carrier 
Santa Fe Skyway would be in a position to demonstrate to the Civil Aeronautics 
Board that a railroad could provide the technical know-how to carry on a sound 
air operation. 

During the period when Santa Fe Skyway was carrying on its air operations, 
there were a large number of other airfreight operators in the domestic field. 
These companies, like Santa Fe Skyway, had also filed applications with the 
Civil Aeronautics Board for common carrier certificates. In order to encourage 
development in the airfreight field, the Board had issued an exemption regulation 
which permitted unscheduled common carrier operations by all such airfreight 
carriers including Skyway. In May of 1947, the Civil Aeronautics Board issued 
anew exemption regulation known as economic regulation No. 292.5 permitting 
noncertificated aircargo carriers, which had filed applications with the Civil 
Aeronautics Board for common carrier rights, to provide regular scheduled 
common carrier airfreight service until the Board should have heard and acted 
upon their common carrier certificate applications. 

As a justification for this exemption regulation, the Board noted that the 
rapid postwar development in the airfreight field had resulted from the efforts 
and activities of the noncertificated carriers and that the regular certificated 
airlines had made little effort to develop airfreight business. The Board recog- 
nized that without temporary common carrier rights, the noncertificated carriers 
would not be able to continue development of the new industry during the long 
delays involved in Board action on their applications for permanent common 
carrier certificates. 

In spite of Santa Fe Skyway’s pioneering efforts in the aircargo field and 
in spite of the fact that Skyway also had an application pending before the Civil 
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Aeronautics Board for a common carrier airfreight certificate, this exemption 
regulation was carefully drawn to exclude a rail subsidiary such as Skyway 
from the right to carry on temporary operations as a common carrier. oe 

Immediately after issuance of the exemption regulation in May 1947, Skyway 
petitioned the Board to broaden the exemption to include a surface carrier sub- 
sidiary such as Skyway, pointing out that the grounds on which the exemption 
was based were as applicable to Skyway as to the other noncertificated cargo 
carriers. Although these other cargo carriers had been operating as common 
carriers under the exemption since June 10, 1947, no action was taken on Sky- 
way’s petition until December 5, 1947, when the petition was denied. 

The only possible conclusion from the action of the Civil Aeronautics Board 
in excluding Skyway from the benefits of its general exemption was that the 
Board did not want to afford a surface carrier the opportunity for experimenta- 
tion in and development of the relatively new aircargo field regardless of the in- 
terest of the shipping public. The Board had consistently refused to grant air 
certificates to surface carriers or their subsidiaries upon the unfounded assump- 
tion that entry of surface carriers would hinder development of the air trans- 
port field. The case of Santa Fe Skyway offered the Board an opportunity to 
test this assumption by permitting a surface carrier subsidiary to operate under 
a temporary exemption as a common carrier. The Board clearly indicated that 
it did not want to make the test. 

It was impossible for a contract carrier, such as Skyway, to operate on a 
profitable basis under the conditions existing at that time. As a contract carrier 
it could serve only a limited number of shippers, while its competitors in the air- 
eargo field were free to solicit traffic from the public generally and to develop 
their operations to the fullest extent. A destructive rate war financed in part 
in the case of the certificated airlines by governmental subsidy in the form of 
mail pay had reduced airfreight rates to a noncompensatory level. In the light 
of those conditions, the Civil Aeronautics Board’s bias against surface carriers 
and the evident impossibility of obtaining final Board action on the Santa Fe 
application within a reasonable time, the Santa Fe reluctantly decided to with- 
draw from the aircargo field early in 1948. At that time, the Santa Fe Skyway 
application, which had been filed in November 1946, had not even been set for 
a hearing. And during the year 1947, the Board had denied every air certificate 
application by a surface carrier which had come before it for ruling. Among 
those denied certificates during 1947 were Eagle Airlines, a subsidiary of Mis- 
souri Pacific; Burlington Transportation Co., a subsidiary of the Burlington 
Railroad; Waterman Steamship Co., and Matson Navigation Co. 

In its January 26, 1948, issue, Aviation Week, a McGraw-Hill publication, 
commented on the Santa Fe Skyway case in part as follows: 

“Skyway was one of the most efficient uncertificated airfreight lines, backed 
by an outstanding railroad. It ceased operations January 15 (1948) because 
of CAB’s obviously unfriendly attitude. 

“Yet Santa Fe Skyway has never asked any kind of Government subsidy, 
or equipment development handouts. Its officials expressed themselves content 
to provide airlift in the cargo field only, and offered a plan of air-surface co- 
ordination that would have expedited freight to hundreds of communities 
now without air service. * * * 

“The CAB has been derelict in its duty in the Santa Fe Skyway case. It 
has denied taxridden American people another yardstick with which to measure 
the service and rates it is paying for. * * *” 

Now I want to refer briefly to the experience of the Boston and Maine and 
Maine Central Railroads in pioneering the development of air transportation 
service in northern New England. Back in 1931, under the most primitive 
conditions insofar as airports and Government airways were concerned, these 
two railroads organized Boston-Maine Airways, Inc., which started an airline 
service between Boston, Mass., and Bangor, Maine. The service gradually ex- 
pended until, by 1940, operations extended throughout all of New England north 
of Boston and to Montreal, Quebec, and certain other points in Canada. 

In 1938 and 1940, Boston-Maine Airways, Inc., sought authority to extend 
its service from Portland, Maine, and Boston to New York City. It was generally 
recognized at the time, as it is today, that extensions of this character are neces- 
sary to permit a small local airline to become a self-sustaining operation. 
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In the early years of development the two railroads had made up the opera- 
tional deficits of Boston-Maine Airways out of their own funds, but in 1940, 
when the acquisition of additional modern aircraft was deemed essential to 
nandle the business, Boston-Maine Airways resorted to public financing. It 
was at this time that the name of the airline was changed to Northeast Airlines, 
Inc. Shortly after the filing of the applications to extend service to New York, 
World War II intervened and Northeast Airlines played an active part in aiding 
our national defense effort during the war. ba 

In a decision handed down in 1943, the Civil Aeronautics Board found that 
Northeast Airlines was controlled by the Boston & Maine and Maine Central 
Railroads, and it found further that such control would have to be considered 
in any case involving the award of additional routes to Northeast. At about 
that time the hearings on the applications to extend service to New York were 
peing held and the railroads were given to understand that this extension would 
not be granted to Northeast so long as railroad control existed. Accordingly, 
in 1945, the two railroads reluctantly sold their stock in Northeast Airlines in 
order to permit the expansion which was so necessary to its successful operation. 

This brief account of the development of the principal air carrier in New 
England by two railroads represents an actual case history which is directly in 
conflict with the oft-repeated assumption that active participation by railroads 
in airline transportation would only serve to stifle the growth of air transport. 
On the contrary, these two railroads were instrumental in developing a vigorous 
and financially sound airline and, by doing so, contributed substantially to the 
advancement of transportation by air throughout New England and, likewise, 
contributed very substantial aid in support of the Armed Forces of the Nation 
during World War II. 

These two railroads pioneered the transportation of passengers, mail, and 
express by aircraft from a humble beginning when flying in New England was 
considered practical in only 2 months of the year, when airports were nothing 
more than cow pastures, and when radio communication and radio direction 
beacons were nonexistent in that area. In the case of Northeast Airlines, 
as well as in the case of Santa Fe Skyway, the public was denied advantages 
which can flow from railroad entry into other transportation fields, backed by 
railroad financing and transportation know-how. In both cases the denial 
ignored the concrete evidence of the benefits that the railroads could offer to the 
air transport field and reflected only an unsupported assumption to the contrary. 


Mr. Witu1aMs. Mr. Frank Conrad, vice president in charge of traf- 
fic, Chicago, Rock Island & Pacific Railroad Co. 
Mr. Conrad ? 


STATEMENT OF FRANK J. CONRAD, VICE PRESIDENT IN CHARGE 
OF TRAFFIC, CHICAGO, ROCK ISLAND & PACIFIC RAILROAD CO. 


Mr. Conrap. Thank you. 

My name is Frank Conrad, and I am vice president of the Rock 
Island Lines, in charge of traffic, in Chicago. 

The statement I am about to submit is short, but with your permis- 
sion I would like to elaborate as we go along. 

My purpose in appearing before the committee is to address myself 
on the subject of truck operations, exclusively to one question: Will 
piggyback operations, the most feasible method for the railroads to 
handle truck business, obtain for the railroads and the shippers all of 
the benefits, or even a substantial proportion of the benefits, which 
would be obtained by the railroads and the shipping public through 
diversification—the unrestricted right of railroad or railroad sub- 
sidiaries to engage in highway operations, subject to the requirements 
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of public convenience and necessity, thus giving the shipper one uni- 
fied transportation service ? 

In my opinion, they would not. 

Here I would like to elaborate and say this: It is obvious that to 
coordinate the movement of traffic between rail and truck, that is, to 
establish through routes with joint rates, there must be a transfer of 
lading from one form to another. 

With minor exceptions, the only feasible way of doing this is by 
truck trailers or containers. 

Consequently, when one speaks of joint rates, through routes, or, in 
general, coordination between trucks and rails, he is talking almost ep- 
tirely of piggyback or containers, which is about the same thing. 

In fact, until the development of piggyback operations, a coordina- 
tion of joint rates and through routes was almost academic. 

Piggyback operations are carried on by the railroads under five 
plans. I will describe them very briefly. 

Plan I: Railroads carry trailers of common carrier motor carriers 
with railroad receiving a division of the revenue. 

I would like to explain that “division of the revenue,” as I use it 
here, is not a division of revenue as published in a division sheet be- 
tween two companies. It is an amount of money agreed upon between 
the railroad and the trucking company for the service the railroad 
performs. 

In effect, this plan substitutes railroad service for over-the-highway 
movement. 

Plan IT: Railroads perform trailer-on-flat-car service, including the 
furnishing of the trailers, loading and unloading on and off the flat 
car, and pickup and also delivery service. The business is handled 
at railroad rates on rail billing. 

Plan III: The railroad furnishes the flat car, provides loading and 
unloading of the trailers on and off the flat cars at ramp-to-ramp rates, 
usually truck competitive. This plan applies on traffic hanted in 
shipper-owned trailers who pick up and deliver the trailers at the 
railroad ramp sites. 

Another plan not so widely used is plan IV. The user of this plan 
supplies both the trailers and the flat cars, performs the loading and 
unloading, as well as the pickup and delivery service. The railroad 
charges a per car tariff charge for this type of service. 

Plan V contemplates joint rail-truck rates and billing. 

In October 1959 the railroads reported to the AAR that they han- 
dled under all TOFC plans 45,000 cars of piggy-back business as con- 
trasted with 2,900,000 total cars of traffic, or 1.5 percent. 

Incidentally, if you go back to 1955, the piggyback business at that 
time was four-tenths of 1 percent, and in the 5 years it has grown to 
1.5 percent—not very much. 

The Rock Island operates all of these plans, and, in addition, we 
furnish what we call “convert-a-frate” service—the use of containers 
which are carried on flat cars on the railroad and on flat-bed trucks 
over the highways. These containers are handled on rail billing. 
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We have TOFC ramps at 41 points on our railroad. These points 
are: 


Amarillo, Tex. Little Rock, Ark. 
Cedar Rapids, lowa McAlester, Okla. 
Chicago, Ill. Memphis, Tenn. 
Colorado Springs, Colo. Minneapolis, Minn. 
Dallas, Tex. Moline, Ill. 
Davenport, lowa Newton, lowa 

Des Moines, Iowa Oklahoma City, Okla. 
Denver, Colo. Omaha, Nebr. 

Dodge City, Kans. Ottumwa, Ill. 
Duncan, Okla. Peoria, Ill. 

El Reno, Okla. Pratt, Kans. 

Pnid, Okla. Rock Island, Ill. 
Fort Worth, Tex. St. Joseph, Mo. 
Galveston, Tex. St. Louis, Mo. 
Herington, Kans. St. Paul, Minn. 
Houston, Tex. Salina, Kans. 
Hutchinson, Kans. Sioux Falls, S. Dak. 
Joliet, Til. Topeka, Kans. 
Kansas City, Kans.-Mo. Tucumcari, N. Mex. 
Liberal, Kans. Wichita, Kans. 


Lincoln, Nebr. 


They are expanded from time to time as the case requires. 

So far as I know, we are the only railroad using all piggyback 
plans. By that, I mean all five plans as we know them. 

I emphasize the point that we are engaging in all kinds of piggy- 
back operations. In the month of October we handled 3,578 trailers in 
piggyback service as compared with over 97,239 loaded freight cars. 
We expect to extend and enlarge the operations, although we are of 
the opinion that piggybacking is not an adequate substitute for rail- 
road-owned common carrier motor service. 

The Rock Island has had joint rates with the Rock Island Motor 
Transit Co. since September 1959, but in 1958 and 1959 we entered 
into joint rates with two nonrailroad affiliated common carrier truck- 
lines operating in Michigan, Wisconsin, Minnesota, and North Da- 
kota, applicable on traffic moving between the points in those States 
served . these trucklines, and most of the above-listed ramp points. 
I say “most,” because they keep changing all the time, and you have 
to keep adding to it. 

The two trucklines referred to were, one, the Consolidated Freight- 
ways, and this operation only covered a small portion of their services, 
and the other is with the Saginaw Transfer Co., operating in 
Michigan. 

In 1959, 34 truckloads moved under these joint rates with these 
nonrailroad affiliated carriers. 

The Kansas City Southern entered into joint rail-motor rate ar- 
rangements about 20 years ago. It handled 20 truckloads under joint 
rates in the month of October 1959. The Chicago & Eastern Illinois 
and the Monon have a few joint rates covering only a few commodi- 
ties, principally automobiles and parts, chemicals, and zinc. After 2 
years, the C. & E. I. handled 91 trailers in October. I did not put 
the Monon figures down, but it was just one car. 


59179—60—_10 
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Frisco has inaugurated joint rates on automobiles from St. Louis 
to Oklahoma and Texas points, and handled 1,344 trailers durin 
October. So far as I know, these are the only joint rate rail-truck 
operations in the country. 

While the initial results of our operations under plan V joint rates 
have been disappointing to us, we do not feel that the possibilities of 
the plan are to be measured by these initial results. We will continue 
to give the subject an experimental trial, and expect and intend to in- 
crease the number of joint rate arrangements we now have. We ex. 
pect to handle a much larger volume of traffic, but we have stated that 
they are only a stopgap and nota solution. We are of the opinion that 
they will produce traffic for the railroad only under special circum- 
stances, and within certain limitations. 

Human nature being what it is, a railroad operating between two 
points, which I will designate as A and B, and a truckline operating 
between the same points A and B, are not going to solicit business 
between these two points to be handled part of the way by rail and 
part of the way by truck under a joint rate. Each will attempt to 
keep as much of the business as possible within its own control. 

Mr. Macfarlane touched upon that this morning, so I am not going 
to add anything to that. 

There might be some exceptions to this general proposition which I 
have just stated, but they would be exceptions under special circum- 
stances, and would, in my opinion, be limited in number, involving 
small volumes. 

To revert to my illustration—if a railroad operated between points 
A and B, and a truck company operated between points A and (, 
through B, the truck company would attempt to keep under its control 
all of the business handled between points A, B, and C. 

Conversely, if the railroad operated between points A and C, through 
B, and the truck company operated between points A and B, the 
railroad would attempt to control the traffic all the way from A to C, 
and would not solicit business under joint rates. 

Joint rates would be used to any great extent only where the railroad 
operated betweens A and B and the truck company between points 
B and C. 

Now I wish to discuss very briefly the general subject of piggy- 
backing to show that piggybacking 1s not as good as diversification. 

Except in congested portions of the East, or in the case of special 
movements, piggybacking would not result in economical operations 
where the rail piggyback haul would be less than 250 or 300 miles in 
length. For my railroad, the Rock Island, a minimum of 400 or 500 
miles would be more realistic. Actually, our piggyback movements 
average 700 to 800 miles in length. Thus, in the West the railroads 
and their subsidiaries would have little opportunity to participate in 
movements less than 250 miles in length, but would be left to handle 
the unprofitable, unwanted business within this distance on their own 
rails, while the trucks, which are selective in soliciting their cargoes, 
would handle the business they wanted within and beyond this distance. 
Under the law, most of the rail subsidiaries operating even within 
these distances are hampered by key point restrictions. 
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The amount of business which would be handled under plans I and 
V would depend on the state of the roads, traffic congestion on the 
roads, the weather, the volume of the business, need for special service, 
lack of availability of tractors and truck employees, attitude of ship- 
pers and truck managers, costs per mile of operating trucks in com- 
parison with the railroad charge, and other factors which might come 
to light. In fact, the amount of piggyback business which a railroad 
would get would depend wholly on the wishes of the trucking company, 
dictated in part by their own economic situation. 

The railroads are a mass transportation agency. They can eco- 
nomically operate only with large volumes of traffic. For piggyback 
operations to be successful, there must be a large volume of business 
since the piggyback cars require expedited service on trains stopping, 
for the most part, only at the ramp points, and these stops in the 
West must of necessity be several hundred miles apart if speed is to 
be maintained. To make such trains profitable, they must carry a 
large volume. Of course, operation of such trains would, so far as we 
can see, take place only on main lines and between larger cities, and 
along routes on which there is heavy traffic. Branch lines would not 
be used to any considerable extent. 

Even if a large amount of traffic did move piggyback under the cir- 
cumstances described, the railroads would still be left to handle the 
business which the common carrier trucks do not care to handle—less- 
than-truckload shipments destined to small towns. Smaller com- 
munities are, therefore, left with services which are not comparable 
servicewise with larger communities served on terminal-to-terminal 
basis by trucks. 

For the reasons which I have stated, the amount of business which 
will move piggyback is quite limited in comparison with other traffic 
which will move by railroad or truck. Piggybacking is not an ade- 
quate substitute for rail-owned common motor carrier operation. 

To elaborate, Rock Island is doing all it can to accomplish benefits 
of coordination with other trucks under existing laws, but we have 
found this method will not accomplish what is needed and what will 
be available under diversification. 

Mr. Witt1ams. Does that complete your statement ? 

Mr. Conran. That completes my statement, sir. 

Mr. Witu1AMs. Any questions, Mr. Moulder? 

Mr. Moutper. No. 

Mr. Witu1AMs. I do not believe I have any questions, either. 

I would like to congratulate you and thank you for a very excellent 
statement. 

Mr. Conrap. Thank you, sir. 

Mr. Wixtiams. Mr. B. R. Johnson, president of Pacific Motor 
Trucking Co., San Francisco. 

Is Mr. Johnson present ? 

Mr. Johnson, do you appear as a supporter or opponent of the 
bills? 

Mr. JouNson. As a supporter. 

Mr. Witaiams. You may proceed, sir. 








142 TRANSPORTATION DIVERSIFICATION 


STATEMENT OF B. R. JOHNSON, PRESIDENT AND GENERAL 
MANAGER, PACIFIC MOTOR TRUCKING CO. 


Mr. Jonnson. My name is B. R. Johnson. I reside in Menlo Park 
Calif. ; 
T am the president and general manager of Pacific Motor Trucking 
Co. Pacific Motor Trucking Co. is a California corporation, wholly 
owned by Southern Pacific Co. It is engaged in the Sesarceee of oper- 
ating motortrucks. Specifically, it operates motortrucks over the 
highways under certificates of public convenience and necessity and 
permits issued by the Interstate Commerce Commission and the vari- 
ous State regulatory bodies in the States of Oregon, California, 
Nevada, Arizona, New Mexico, and Texas (to El Paso only). 

I have been employed continuously by Pacific Motor Trucking Co, 
since starting as a driver in 1935. During the intervening years, I 
have served as head driver, assistant superintendent, superintendent, 
assistant district manager, assistant general manager, assistant to the 
president, and vice president and general manager. I was appointed 
to my present position on July 1, 1958. 

I am a director of the California Trucking Associations, Inc., a 
member of its executive committee, and chairman of its labor policy 
committee. I am also a director of the Western Railroad Truck Lines 
Association, which is an association of rail-owned motor carriers oper- 
ating generally between points in the United States situated west of 
Chicago. Pacific Motor Trucking Co. maintains memberships in the 
following State trucking associations: 

1. Arizona Motor Truck League; 2. California Trucking Associ- 
ations, Inc.; 3. Truck Operators League of Oregon; 4. Oregon Motor 
Transportation Association. 

In addition, officers of my staff hold membership in the Regular 
Common Carrier Conference, National Freight Claim Council, Ter- 
minal Operations Council, and Safety Service Council of the Ameri- 
can Trucking Associations. 

Pacific Motor Trucking Co.’s labor negotiations with the teamsters, 
mechanics, and other related labor organizations are conducted on our 
behalf by the State trucking associations in which we hold member- 
ship. 

Pacific Motor Trucking Co. owns and operates 4,335 units of equip- 
ment. Operations are conducted over 14,666 miles of unduplicated 
authorized route. During the year 1959, it transported 4,028,216 tons 
of freight; its gross revenue amounted to $29,972,870; its net income 
was $661,040. Present investment in motortrucks and facilities 
amounts to $26,091,782. It employs approximately 2,783 persons and 
present payrolls average $1,547,640 per month. 

Pacific Motor Trucking Co.’s present operating rights generally 
parallel the rail operations of Southern Pacific Co. Also, it is author- 
ized to serve a few points in offrail territory tributary to Southern 
Pacific Co. With the exception of several operating rights acquired 
by purchase and a few relatively minor truck operations conducted 
prior to the grandfather date of the Interstate Commerce Act in 1935, 
its interstate operating rights are restricted to the transportation of 
traffic moving on rail rates and billing. Conversely, practically all of 
Pacific Motor Trucking Co.’s State operating rights are not so re- 
stricted. 
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I have had prepared an exhibit consisting of two maps which 
graphically illustrate this. They are marked in the upper right- 
hand corners, map No. 1 and map No. 2. Referring first to map 
No. 1: This map depicts the interstate certificated operating rights 
of Pacific Motor Trucking Co. There is shown by green-tinted areas 
and green-colored lines, the areas and routes authorized for the trans- 
portation of truck-billed traffic. There is also shown by the blue- 
tinted areas and blue-colored lines the areas and routes authorized 
for the transportation of rail-billed traffic only. Primary key points 
are illustrated by solid red lines. Directional subkey points are in- 
dicated by double solid red lines. Prior and subsequent rail haul 
condition is indicated by a single black line paralleling the blue 
line and an immediate prior and subsequent rail haul condition is 
indicated by a double black line paralleling the blue line. This map 
indicates that, generally speaking, authority is held to transport 
truck-billed traffic over some major routes in Oregon, Nevada, Ari- 
zona, and northern California; that in some of these same areas 
there are offshoots or connecting routes where the service authorized 
is limited to transportation of rail-billed traffic only; that in Cali- 
fornia south of Sacramento and San Francisco Bay area routes are 
restricted by conditions imposed in certificates limiting operations 
to the performance of substitute service for the railroad. 

We have not attempted to illustrate on the map other conditions 
contained in our certificates because to do so would only be confusing 
to viewers. Among such conditions which we have not attempted 
to show graphically are those confining service to rail points, those 
requiring a through bill of lading and similar conditions insuring 
that service authorized is confined to that which is auxiliary to or 
supplemental of rail service. I have also had prepared an exhibit 
covering the particular interstate operating authorities which bring 
about the results just mentioned. This is entitled “Complete Au- 
thority Heretofore Issued to Pacific Motor Trucking Co. by the 
Interstate Commerce Commission.” A review of the detailed op- 
erating authorities contained in this document indicates there are 
32 various and sundry conditions applicable to the routes illustrated 
on map No. 1. These conditions are listed on sheets 48 to 58 of the 
exhibit. 

Turning now to map No. 2: This map depicts the intrastate cer- 
tificated operating rights held by Pacific Motor Trucking Co. There 
is shown by green-tinted areas and green-colored lines, the areas 
and routes authorized for the transportation of truck-billed traffic 
and by red-colored lines the routes authorized for the transporta- 
tion of rail-billed traffic only. This map clearly shows that there 
are only two small segments of route in New Mexico where our operat- 
ing rights are limited to transporting rail-billed traffic. A compari- 
son of these two maps clearly pictures our plight. It shows the 
impossibility of ever being able under existing conditions to offer 
a competitive truck service with that offered by other truckers who 
hold unrestricted State and interstate truck rights over the same 
routes. 

_ The motor transportation service furnished by Pacific Motor Truck- 
ing Co. has grown to be an essential part of Southern Pacific Co.’s 
rail transportation service. Pacific Motor Trucking Co. has been 
used by Southern Pacific Co. to provide auxiliary services to just 
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about. the fullest extent possible. As the use of the motortruck 
grew after World War I, both for store-door pickup and delivery, 
and over-the-road service, Southern Pacific kept pace as best it 
could through the use of Pacific Motor Trucking Co. 

In order to satisfy requests of its customers for a door-to-door 
service on rail-billed freight there was established over 30 years ago, 
in March of 1929, on the Southern Pacifie’s electric line subsidiary 
railroad, a service between Los Angeles, Calif., and some 20 stations 
on that electric line in southern California. This was one of the first 
such tests given the revolutionary idea of providing local store-door 
pickup and delivery of freight moved by rail. It proved extremely 
popular and was over a period of years expanded to all points served 
by Southern Pacific Co. Today stare-door service is offered at 2,094 
stations on lines of Southern Pacific Co. Rail lines of Southern 
Pacific Co. are shown on map No. 3. First coordinated train-truck 
service was established in May 1930 to give metropolitan distributing 
centers overnight delivery of merchandise freight to outlying terri- 
tories. Freight was handled by expedited trains to central set-out 
points from where it was distributed by Pacific Motor Trucking Co, 
trucks to adjacent towns where the best available train service was too 
slow or infrequent, or where small towns were too numerous to permit 
expedited trains to stop at each station without impairing their fast 
schedules. For the purpose of offering similar service in the Texas 
and Louisiana territory, there was incorporated in Texas on June 
27, 1930, the Southern Pacific Transport Co., and in Louisiana there 

yas incorporated on April 16, 1932, the Southern Pacific Transport 
Co. of Louisiana. Subsequently, operations of these two companies 
were merged into Southern Pacific Transport Co. 

Following development and rapid growth of the transportation 
industry in the past decade or so, coupled with vast improvements in 
freight handling techniques; mechanical improvements 1n equipment; 
increased carrying capacity of equipment; development and expansion 
of basic highway systems and other related improvements in all the 
tools of transportation, there has been a well recognized and phe- 
nomenal growth, both in number and in size, of highway carriers 
operating in the United States. One result of this unprecedented 
expansion of truck service over the highways has been that there is 
now available by motor trucks a door-to-door service on large volume 
shipments as well as the less-than-carload. Decentralization and 
growth of industry has increased the need for this service and to meet 
public demand for store-door to store-door service on such shipments, 
as well as to retain its share of this traffic, Southern Pacific imaugu- 
rated piggyback operations in May 1953. At rail terminals through 
use of a ramp, trailers are loaded on specially built or equipped rail 
flatears for over-the-road or line-haul movement in expedited trains 
between terminals at which loading and unloading ramps are main- 
tained. 

In addition to providing terminal service between piggyback ramps 
and shipper’s place of business, Pacific Motor Trucking Co. provides 
substitute service over the highway to adjacent points where train serv- 
ice is too slow or infrequent, or where volume of traffic is not sufficient 
to justify construction of a ramp; where operating authority is not 
restricted, substitute truck service is provided between terminals for 
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iggyback traffic originating after train has been dispatched or when 
it must be available at destination prior to scheduled arrival of train. 
Substitute truck service is also used by Southern Pacific Co. where 
operating authority permits when piggy yback loads exceed the capacity 
of scheduled train but are not available in sufficient quantity to justify 
operation of an additional section. 

Rates covering piggyback service are published in railroad tariffs. 
Also being transported in piggyback service are trailer loads of freight 
of motor highway common carriers and freight forwarders. Inaugu- 
ration of Southern Pacific Co.’s piggyback ser vice was facilitated by 
availability of Pacific Motor Trucking Co.’s fleet of equipment as a 
ready source from which the railroad actaived highway equipment. 
Initially 36 trailers were diverted from our truck fleet to this service. 
The piggybac k fleet is continually growing and 1,367 highway trailers 
representing an investment of $5 0! 52,039 are now used by Southern 
Pacific Co. in that service. 

Working under the restrictions imposed on our interstate rights, 
Pacific Motor T rucking Co. has gone about as far as it can in provid- 
ing the auxiliary service which such restrictions require. We are now 
at a point where shippers desire expedited door-to-door service by truck 
and on truck rates and billing, and this service in many cases we are 
unable to give because of our key point, prior or subsequent rail haul, 
and rail rate restrictions. 

We also transport freight directly for the public moving under 
truck rates and billing where our operating certificates and permits 
authorize such service. We handle U.S. mail by both truck and in 
specially constructed highway post office vehicles. We transport in 
substitute service so-called head-end traffic, consisting of mail, express, 
baggage, milk and cream, and newspapers, thus affording the means 
by which passenger train schedules can be expedited. We serve a few 
points not directly situated on the rail line but which are dependent 
on Southern Pacific Co. for their rail transportation requirements. We 
also provide other minor services for the railroad, such as handling 
company materials and supplies. 

In endeavoring to conduct its business as a going truck line in a 
highly competitive industry, Pacific Motor Trucking Co. is handi- 
capped needlessly by the restrictions which have been “placed upon its 
interstate operating rights. The maps which I have previously de- 
scribed illustrate parti: illy the restricted nature of our interstate 
rights as contrasted to the unrestricted State rights over generally the 
same routes. There are other conditions applica able to these interstate 
operating rights not illustrated on map No. 1, but which are set forth 
in the “C omplete Authority Heretofore Issued to Pac ifie Motor 
Trucking Co. by the Interstate Commerce Commission.’ Taken col- 
lectively, these restrictions seriously handicap these operations in that 
we cannot provide an interstate service which our shippers desire and 
request, and which we give them on their State traffic. Not only do 
these restrictions handicap us in respect to handling interstate traffic 
but because State and interstate business is handled together in the 
same equipment, over identical routes, and to and from, in large meas- 
ure, the same points, they also handicap, as I will explain, the han- 
dling of State traffic, even though the States themselves have not 
imposed such restrictions. 
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I will outline the principal handicaps and give some examples from 
experience of their effect on our truck operations: 

Bode conditions requiring that service be confined to that which jg 
auxiliary to or supplemental of rail service, we are not authorized to 
offer a truck service directly to the public. This results in inability 
to enter into joint rates with other truck lines serving points beyond 
the scope of our operating authority and such situations result in the 
loss of traffic that would ordinarily be tendered to us, because under 
such circumstances we cannot offer the shipper a continuation of truck 
service beyond points on our line. 

As an example, in order to fill out highway operating rights jp 
Southern Pacific’s territory, Pacific Motor Trucking Co. in 1956 ae- 
quired both State and interstate operating rights of Pacific Freight 
Lines, which at the time was the largest certificated common carrier 
operating in the State of California. The California Public Utilities 
Commission found in allowing the purchase that it would be undesir- 
able to permit the extensive service presently rendered by Pacific 
Freight Lines to be withdrawn from the public, and the State rights 
were transferred without restriction. The interstate rights had the 
customary rail restrictions imposed thereon by the Interstate Com- 
merce Commission. In addition, we were cut off from entering Ari- 
zona from California and were even prohibited from coupling the 
interstate rights we acquired, such as they were, with the interstate 
rights we had held for many years into northern California and Ore- 
gon. Service had to be discontinued at 555 points which were not 
stations on lines of Southern Pacific Co., although these points were 
generally within the territory served by the railroad. During an in- 
terim period of 15 months prior to the decision of the Interstate Com- 
merce Commission, Pacific Motor Trucking Co. operated Pacific 
Freight Lines under lease of its properties and of the full State and 
unrestricted interstate rights of the latter company. 

I was in charge of our operations at Los Angeles at the time we 
acquired Pacific Freight Lines and can testify from my personal expe- 
rience as to the confusion and frustration which were created in the 
minds of the shippers there, when suddenly we had to tell them that 
we could no longer handle their interstate traffic. Many of these 
shippers over the years had been utilizing the services of Pacific 
Freight Lines for interstate movements to the Pacific Northwest via 
connecting carriers and directly to Arizona and all other points 
on our line, as well as for a major portion of their intrastate move- 
ments. Suddenly, after the Interstate Commerce Commission deci- 
sion, they were cut off from being able to use a single carrier for ship- 
ments destined to the Pacific Northwest, Arizona, and other interstate 
points, as well as to many points in California. Instead, we had to 
tell them that they would have to either put their interstate traffic on 
rail rates and billing where possible or use service of some other carrier 
providing interstate service to this territory. We had to sort the 
freight on their platforms into three piles—what we could handle on 
truck rates, what we could handle on rail rates, and what we couldn’t 
handle at all. Many of our best customers were disgusted and went 
to other carriers who were able to offer them a more complete service 
than we were able to do after the restrictions were imposed. A num- 
ber of the interstate highway carriers with whom Pacific Feige 
Lines and ourselves had interchanged traffic were in a quandary be- 
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cause they were unable to turn over interstate traffic to their former 
Pacific Freight Lines connection. The ultimate result has been that 
most of these carriers have been obliged to seek and secure their own 
interstate rights in the Los Angeles Basin territory. Revenues earned 
from transportation of truck-billed traffic after imposition of restric- 
tions on former Pacific Freight Lines interstate operating rights 
declined approximately 22 percent during the first 6 months of con- 
ducting restricted operations compared with a similar period for the 
previous year during which Pacific Motor Trucking Co. conducted the 
operations without restriction under lease authority approved by the 
Interstate Commerce Commission. 

Shippers are usually interested in whether their shipments move 
in highway service or in rail service and whether rail or highway rates 
are charged. If they can find a highway carrier to transport their 
State and interstate traffic on truck rates, their preference usually is 
to use that carrier rather than to use a restricted carrier. Thus, these 
factors create a barrier to their using a carrier possessing restricted 
rights. One example of this is continually occurring in connection 
with distribution of traffic from the ports at Los Angeles Harbor and 
Long Beach. Pacific Motor Trucking Co. possesses unrestricted 
interstate rights for a short distance to transport truck-billed traffic 
between these two ports and communities comprising the Los Angeles 
commercial zone. It also possesses restricted rights for the transpor- 
tation of rail-billed traffic to points in the Los Angeles Basin situated 
beyond the Los Angeles commercial zone. The preponderance of the 
port traffic moves between the ports and points in the Los Angeles 
commercial zone. However, shippers do have need for truck service to 
other points in the Los Angeles Basin outside the commercial zone and 
we continually are requested to serve those points. When shipper is 
told he will have to use rail rates to secure truck service to points in 
the basin beyond the Los Angeles commercial zone, we find he is quite 
often confused as to why we have to pick and choose and why he 
can’t have truck rates to all the points served by our truck operations 
out of the ports, and it is not unusual when this situation occurs for 
him to use the services of a carrier who can perform all required serv- 
ices under one tariff. 

Condition requiring observance of key points, or application of the 
alternative condition requiring that traffic transported by motortruck 
must have a prior or subsequent rail haul, create a serious handicap in 
that they effectively set up a barrier limiting the length of haul for 
which substitute service can be provided. Under such conditions, sub- 
stitute service cannot be provided for the railroad between its principal 
terminals; the length of highway haul is reduced which results in 
uneconomical operation of rail equipment where highway equipment 
could be used more advantageously. As an example of this, San 
Francisco and Stockton, Calif., which are approximately 70 miles 
apart, are key points. We operate trucks between them daily for the 
transportation of truck- and rail-billed State traffic. Because of this 
key-point restriction, it is necessary to continue the operation of a 
rail car for handling the small amount of available interstate traffic. 
This results in, first, assignment of boxcar equipment in a service 
where volume of traffic is insufficient to make its use economic and, 
second, inefficient use of truck equipment. Another example is that 
in the territory served by Pacific Motor Trucking Co., there are several 
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important ports, among which are those at Portland, Oreg.; San 
Francisco, Los Angeles Har bor, Long Beach, Stockton, and San Diego, 
Calif. Souther n Pacific Co. has for. many years handled import and 
export traffic between inland points located on its lines and the ports, 
While in the past, rail carload train schedules satisfied shipper sery- 
ice requirements to and from the ports, modern day business often 
requires quicker service than can be furnished by rail. Prior and 
subsequent railhaul restrictions or key-point restrictions on the motor 
carrier rights of a rail-controlled truckline in these circumstances are 
most burdensome in that they prevent the use of substituted highway 
service for performing transportation between the inland points of 
origin or destination and the port. 

The key point and prior and subsequent rail haul conditions on 
interstate operating rights handicap rail-controlled truck subsidiaries 
from being utilized to their fullest extent in making piggyback service 
more flexible, particularly in relation to prov iding substitute service 
for the railroad. Door-to-door service and speed are the essence of 
piggyback service. It is not unusual for occasions to arise where a 
shipper, for one reason or another, requires a piggyback shipment to 
be at destination prior to train arrival. Highway substitute service 
is the only practical tool with which to acc omplish this. We can 
provide the substitute service between terminals on the railroad’s 
State traffic but can’t do it interstate because of the key-point restric- 
tions. This is indeed a serious situation and one with which we have 
to contend daily. Shippers also demand a through truck service 
today and not a coordinated rail-truck service using a rail car for 
part of the haul and a truck for part of the haul because of the 
necessity of transferring the lading. While a shipper can tender 
freight to a restricted rail motortruck carrier for a part of the journey, 
because of key point and prior and subsequent rail haul restrictions 
he prefers using an independent carrier who can provide the whole 
journey without transfer of lading. 

Condition confining our truck service to rail points is unrealistic in 
that it prevents the rail afiiliate from performing a complete service 
at all points on its authorized truck route. Before the advent of the 
motor vehicle, the majority of industry was located on rail or navigable 
waterways or in the immediate vicinity thereof. With the growth and 
expansion of industry, the shifting of population, the development of 
the motor vehicle, and other related advance ‘ements, the old picture no 
longer exists. The present trend has been toward ‘decentralization of 
industry, resulting in its relocation outside of city boundaries with the 
result that now many industries are located both off the rail lines 
and outside the terminal limits of rail stations. Independent truckers 

can serve these industries without much difficulty as they usually are 
located within the scope of some carrier’s oper ating authority. In the 

case of a rail-controlled truckline confined to serving rail points, it is 
denied the right to similarly serve these industries, many of whom 
were former rail shippers. An application seeking Commission au- 
thority to serve such an industry takes too long to. process, for even 
though it might be granted, by then the traffic will usually be moving 
by some highway competitor who was able to satisfy the shippers ini- 
tial request for service. The shipper cannot wait and thus the business 
is lost. The condition limiting service to points which are rail stations 
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also limits highway transportation of piggyback traffic to plants 
within the terminal area of a rail station. Ifa shipper is not within 
such a terminal area, he is barred from using rail piggyback service. 
One of the essentials of piggyback service is ‘the ability to deliver the 
shipment at shipper’s door. This condition also has an adverse effect 
in relation to shipments transported i in piggyback service moving un- 
der split delivery rates. Such rates provide for deliver ing component 
parts of a single shipment to more than one consignee. ‘The compon- 
ents need not necessarily be destined to points in the same terminal 
area. An unrestricted truckline can handle such a shipment as long 
as the consignees are located on carrier’s authorized route. A rail- 
controlled true ‘kline operating over the same route but under restric- 
tions confining service to rail points cannot handle such a shipment _ 
any one component is destined to a point beyond the terminal ar 
of arail point. Because of this condition, substantial traffic is a 
susceptible to piggy back transportation. 

Railroads are in no way protected against inde pendent trucklines, 
which can serve rail points, so I ask, why should any off-rail point or 
points beyond a terminal area be protected against service by a rail- 
owned subsidiary truckline / 

In ability to handle interstate traffic on truck rates increases diffi- 
culty for a rail-controlled motor carrier to maintain a high load factor. 
This results in tr: ansportation of unbalanced loads, which results in 
economic waste of transportation facilities. Illustrative of this, Pa- 
cific Motor Trucking Co. conducts an interstate operation between 
Portland, Oreg., on the one hand, and San Francisco Bay area, on the 
other, for the transportation of truck-billed traffic. A considerable 
volume of truckload traffic is originated in Oregon destined to points 
beyond the Sacramento-San Francisco Bay area to and including Los 
Angeles. Intrastate in California, operations between Los Angeles, 
on the one hand, and Sacramento and the San Francisco Bay area— 
about 400 miles—on the other hand, are overbalanced northbound 
from Los Angeles, with very little movement southbound, 7 ially 
between Sacramento and Los Angeles. Interstate rights Sig 1 of 
Sacramento contain usual rail restrictions. Truckload traffic originat- 
ing at Oregon points moving on truck rates and billing arriving at 

Sacramento destined to points beyond Sacramento to and including 
Los Angeles must of necessity be turned over to competing motor car- 
riers at Sacramento for southbound movement over the same route 
traversed by Pacific Motor Trucking Co. with,empty equipment re- 
turning to its base at Los Angeles. This results in wasteful and inef- 
ficient use of equipment. This is a condition no independent trucker 
has to contend with. 

The complexity of restrictions affecting Pacific Motor Trucking 
Co.’s interst: ite oper ating rights, contrasted to the unrestricted State 
authorities results in other problems thi at we have never been able to 
satisfactorily solve. There are many cases where a shipper utilizing 
both State and interstate services te mets to the driver for shipment a 
quantity of both State and interstate freight destined to numerous 
points. The driver has to make an on-the- “spot decision whether the 
point can be served at all, whether we can handle both State and inter- 
state traffic to it, whether the traffic is State or interstate, and whether 
or not service can be rendered all the way by truck or must have a 
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prior rail haul. Because of the complexity of restrictions applicable 
to various segments of our operating rights, the problem of interpret. 
ing the rights has become so difficult that we have had to set up special 
training classes in which we have endeavored to acquaint our person- 
nel with the “can do” and “cannot do” of interstate freight. Even go, 
every day our drivers pick up shipments in error which because of 
these restrictions cannot be handled and which have to be returned to 
shippers or turned over to another carrier. This is most harmfyl 
to our shipper relations. In my opinion, another major competitive 
inequity is that Federal law permits a carrier operating under a State 
certificate in one State to get interstate authority, without restrictions, 
over all its routes by the simple expedient of registering these State 
rights with the Interstate Commerce Commission. As a result of this, 
unrestricted interstate rights are held by hundreds of our competitors 
with whom we can never hope to compete on an equal basis. 

We know from our experience in conducting unrestricted operations 
that if we were authorized to operate freely, as do our competitors, in 
all the area served, we would have the facility available to furnish 
our customers the service which they constantly ask for and require 
for the successful conduct of their business. We shall also be free to 
provide Southern Pacific Co. such truck service as is required to sup- 
plement rail operations. In addition, we would be in a position to use 
our equipment more efficiently and it could be operated with the neces- 
sary flexibility employed by any other trucker in conducting his 
operations. 

Since enactment of the Motor Carrier Act in 1935, there has been a 
substantial change in the art of highway transportation which makes 
it imperative for all railroad subsidiaries to operate without restric- 
tions in order to provide the service which the public now requires. 
These changes in transportation have been brought about by very sub- 
stantial improvements in highways and equipment, which have cut 
down the running time and permited a greater load factor, thereby 
improving service and helping keep the carriers’ costs down. Ware- 
housing methods have changed, resulting in reduced inventories, and 
thus the shipper is more dependent on expeditious transportation of 
his product. 

In summary, we are not seeking any special considerations differ- 
ent from that which any independent truck operator receives, but 
inasmuch as we are required to pay the same wage rates, the same 
prices for equipment, fuel, and other related items which go to make 
up our cost of operation, we do not believe that we should be denied 
the right to compete on an equal basis with other common carrier 
trucklines. 

The public is regularly seeking from Pacific Motor Trucking Co. 
a complete highway transportation service in lieu of the present 
auxiliary service, which in most instances we are obliged to render 
under our restricted interstate operating rights. Our inability to 
render a complete service not only results in a wasteful and ineffi- 
cient use of highway equipment, cutting down our efforts to success- 
fully compete with the many very strong highway carriers now In 
existence, but also deprives the public of the service it wants from 
railroad subsidiaries whose parent companies have served it for many 
years. Such rail-owned trucklines should and could be operated at 
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a reasonable profit without these restrictions and help place rail- 
roads in a better position to serve the public. 

I would just like to say that I would like to have the exhibits that 
I have furnished made a part of the testimony; and I thank you. 

Mr. Witu1AMs. Mr. Johnson, the committee will accept these ex- 
hibits presented with your testimony. 

However, in view of the fact that they are rather voluminous, the 
committee will necessarily have to reserve to its own judgment the 
question of whether they will be included as part of your testimony 
or accepted for the files of the committee for reference, of course, 
they being available for reference to the committee. 

So the committee will have to take under advisement, if you don’t 
mind, the question of whether we should include all as a part of the 
testimony to be printed in the record of the hearings. 

Mr. Jounson. That is agreeable. 

Mr. Wiiut1aMs. It will be submitted to the committee for its 
judgment. 

Risser. Thank you. 

(The documents referred to have been placed in the committee files. ) 

Mr. Wirtuiams. Mr. Moulder? 

Mr. Moutper. I have no questions. 

Mr. Wirtu1ams. Mr. Johnson, I was very much impressed at the 
outset of your statement with the history of your career, starting as 
a truckdriver and one working his way through the ranks to be- 
come president of the company. I just cannot help but admire you 
for that, and I have a lot of respect for you because of that. They 
just don’t hardly make them kind no more. [Laughter.] I just have 
to congratulate you on a very successful and inspirational career. 

You mentioned in your statement that the Southern Pacific had 
some 1,360-odd trailers in piggyback service. 

You say also that they transport trailers of highway common 
carriers and freight forwarders, in addition to their own carriers. 

How much of the Southern Pacific’s total piggyback business is 
conducted by trailers owned by it, and how much by trailers owned 
by independent highway carriers? 

Mr. Jounson. I believe I have the figures with me for 1959. 

During 1959 the Southern Pacific Co. averaged about 5,050 trailers 
~ month total, which would be 60,600 for the year. The freight 
orwarders’ trailers amounted to some 9,000 that were handled out 
of this total. 

The common carriers amounted to approximately 15,000, with the 
balance—this is for a year. 

Mr. Wii11aMs. That is for the year. 

Mr. Jounson. With the balance being all owned trailers. They 
handled approximately a little over 60,000 trailers. 

Mr. Wiuu1ams. That would be 60,000 freight forwarder trailers. 
What was the total of theirs—15,000, did you say ? 

Mr. Jounson. We handled approximately 15,000 common carrier 
trailers during 1959, and approximately 9,000 freight forwarder trail- 
om which leaves 36,600 owned trailers out of the total of 60,600 for 
the year. 

r. WiirtAMs. 25,000 to 60,000, roughly ? 

Mr. Jounson. Yes, total 60,600 of all 3 kinds. 
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Mr. Witi1amMs. Common carrier and freight forwarder trailers? 

Mr. Jounson. Yes, 15,000 common carrier and 9,000 freight for- 
warder. ’ 

Mr. Witu1ams. That would be about 35,000 haulings of your own 
trailers ? 

Mr. Jounson. That is about right, sir. 

Mr. Witu1aMs. Is there any difference in the rates? 

Mr. Jounson. No, sir. The Southern Pacific Co. has followed the 
practice usually of publishing rates for its trailer flatcar service that 
are about on the same level as the published truckload rates available 
to the public by the common carriers. 

Mr. Witxiams. What you are saying is that the railroad charges 
your company the same? : 

Mr. Jounson. The common carrier truck company and the railroad 
trailer flatcar rates which are available to the public are in most cases 
the same. There are a few commodity rates, I believe, where there 
might be a slight differential. Offhand I cannot tell you. 

Mr. Witi1AMs. Your company, even though it is a subsidiary of 
Southern Pacific 

Mr. Jounson. My company is a wholly owned subsidiary of the 
Southern Pacific Co. 

Mr. Witu1aMs. And even so, your company must pay the same rate 
virtually as the common carrier. 

Mr. Jounson. Maybe I am confused. What do we pay, as far as 
my truck company is concerned, for trailer flatcar service ? 

Mr. WitutamMs. Yes. 

Mr. Jounson. We pay the railroad the same rate as any other com- 
mon carrier truckline pays to the railroad. 

Mr. Wirtu1aMs. Then there is no difference in the rates ? 

Mr. Jounson. There is no difference in the rate charged by the rail- 
road for moving a trailer belonging to my company than there is what 
they charge an ordinary common carrier truckline. 

Mr. Movutper. I was going to ask you, what restrictions are there 
under the rules and regulations of the Interstate Commerce Com- 
mission which would prevent the railroad from giving reduced rates 
to independent carriers in order to induce them to expand the use of 
the piggyback service offered by the railroad? Could they do that, 
or do they have any range of flexibility in reducing the charges? 

Mr. Jounson. I do not want to qualify myself as being a rate ex- 
pert, because I certainly am not. But insofar as I know, if they can 
prove that the rates are compensatory, I believe that they can publish 
such rates; yes, sir. 

Mr. Moutper. That is all. 

Mr. Wiuu1aMs. You indicated in your statement that you hauled 
quite a bit of mail, your firm; that your trucks hauled mail, and that 
you have highway post offices. 

Mr. Jounson. Yes, sir; we do. 

Mr. Witu1ams. Do you do this in competition with or as a sub- 
stitute for the rail operation ¢ 

Mr. Jounson. The majority, at the present time the majority of our 
mail operations are conducted for, as a substitute service for the rail- 
road, to permit them to increase the speed of the passenger trains or In 
some cases where trains have been taken off, they substitute the use of 
trucks for train service. 
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Mr. Witu1aMs. Do you do that under subcontract with the railroad ? 

Mr. Jounson. I do that under subcontract. 

Mr. Wiutu1aMs. Or do you receive it through a direct contract with 
the post office ¢ 

Mr. Jounson. We have done it both ways, but presently, as near as 
Ican remember, all of our contracts are with the railroad for handling 
of mail. 

Mr. WitttaMs. Do you find that you can do it more economically 
and more efficiently by motor vehicle ? 

Mr. Jounson. Much more so; yes, sir. 

Mr. Witu1AMs. Do I understand that your motor vehicle operations, 
or rather your motor carrier certificate has no ICC restrictions insofar 
as the handling of the mail goes ? 

Mr. Jonson. Mail is exempt. Anybody can handle mail. Mail is 
not in itself—it does not require any certificate of any kind over any 
route. 

Mr. Witu1aMs. Then am I to understand that the ICC has no con- 
trol over the 

Mr. Jounson. That is my understanding; yes. 

Mr. WittiaMs. Question of certificating a carrier for the purpose of 
carrying mail ? 

Mr. Jounson. That is true. 

Mr. Witu1amMs. That is done by sort of a star route or contract 
proposition. 

Do you have any more questions ? 

Mr. Moutper. No questions. 

Mr. Wituiams. Thank you very much, Mr. Johnson. 

Mr. Jounson. Thank you, sir. 

Mr. Witui1aMs. I believe that completes the witness list for this 
afternoon, does it not, Mr. Clerk ? 

The committee will not be able to meet tomorrow, because of the 
conflict with the full Committee on Interstate and Foreign Commerce. 
However, we will resume these hearings on Friday. 

I have requested Mr. Williamson, insofar as it is possible and 
practicable to do so, to limit those witnesses Friday to proponents of 
the legislation before us. 

When we adjourn Friday, and it is impossible to say at the moment 
whether we will be able to conclude with all of the proponents or 
not by Friday, and it is impossible to say whether we will be able to 
sit Friday afternoon, because of the situation in the House, although 
I think perhaps we will be able to sit Friday afternoon, and we should 
not have too much difficulty—when we recess Friday we will have to 
recess for an indefinite period of time due to the fact that the sub- 
committee’s schedule is rather full for the next few weeks with other 
legislation already scheduled. 

It is impossible, and it will be impossible Friday, for the informa- 
tion of those present, for me to set any definite date for continuing 
these hearings. But we can assure you that we will try to expedite 
them as fast as we can and as soon as we can work an additional 
week of hearings into our schedule, and we will do so, and it wil be an- 
nounced in sufficient time, I am sure, for all interested parties to 
receive word. 

The committee will adjourn until Friday morning at 10 o’clock. 

(Whereupon, at 3:10 p.m., an adjournment was taken until 10 a.m., 
Friday, February 5, 1960.) 
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FRIDAY, FEBRUARY 5, 1960 


House oF REPRESENTATIVES, 
SuBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS, 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a.m., in room 1334, 
New House Office Building, Hon. John Bell Williams (chairman of 
the subcommittee) presiding. _ eae 
Present: Representatives Williams, Harris (chairman of the full 
° ~ r r Tv 
committee), Moulder, Flynt, Rogers of Texas, Younger and Nelsen. 
Mr. Witi1Ams. The committee will come to order, please. 
The first witness this morning is Mr. A. J. Kneessy, traffic manager 
of Brown and Williamson Tobacco Corp. 
Mr. Kneessy, is he here ? 
Proceed, Mr. Kneessy. 


STATEMENT OF A. J. KNEESSY, TRAFFIC MANAGER, BROWN & 
WILLIAMSON TOBACCO CORP. 


Mr. Kneessy. My name is A. J. Kneessy. I am traffic manager of 
the Brown and Williamson Tobacco Corp., with head office at 1600 
West Hill Street, Louisville, Ky. 

Iam appearing before your honorable committee to make known my 
views on behalf of the subject of transport diversification, sometimes 
known as “common ownership” of one form of transportation by an- 
other form of transportation as embodied in House bills 7960, 7961, 
7962 introduced by Representative Rogers of Texas and as embodied 
in House bills 9270, 9280, and 9281 introduced by Hon. John Bennett 
of Michigan. 

At the outset I wish to say that I am what may be termed a “mav- 
erick” in that I bear nobody's brand. I hold no brief for the railroad 
or any other form of transportation and I am interested solely in 
seeing to it that people in this country have available the most eco- 
nomical and most efficient method of transporting their goods 
throughout the country. It is my firm conviction that when it comes 
to ee pertaining to the transportation industry, the well-being 
of the economy, as a whole transcends in importance not only the well- 
being of the transportation industry, as it functions today, but also, 
the well-being of the people who have invested capital in such facili- 
ties, particularly when those in the latter category have an under- 
standable, but not necessarily unselfish, desire to advocate ceriain 
concepts and policies purely from the standpoint of what is best for 
them. 
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Transportation, unlike many commodities, cannot be stockpiled 
when the price is right, and then used as required. It can only be 
purchased on a more or less daily basis as the need for transportation 
service arises, and then, as far as most purchases of transportation 
are concerned, under rates specifically provided for in tariffs on file 
with the regulatory agencies. 

While the forces of competition among the various modes of trans. 
gre over a period of time, do influence, to some degree, the 
evel of the charges we must pay for our transport: ition requirements, 
the hard fact of the matter is that the overall level of our freight 
and distribution bill is influenced primarily by the degree to which the 
various methods of transporting this country’s commerce are employed 
to the best interests of the economy as a whole, not to the best in- 
terests of a particular mode of transportation. 

In some fields of endeavor greater emphasis is placed on the rela- 
tionship of rates from various sources of supply of a particular raw 
commodity, or the relationship of rates on a particular commodity 
from all sources of supply to a particular market, than on the actual 
level of the freight charges paid. 

From the st: indpoint ‘of the welfare of individual producers of cer- 
tain raw or finished materials, this might be all right, but the fact of 
the matter is that the overall level of this country’s freight and dis- 
tribution bill must be the prime consideration, because every dollar 
needlessly spent for transportation makes for inflation just as much 
as does every dollar needlesly spent for work not done. So-called 
featherbedding is not necessarily limited to labor. 

Every dollar needlessly spent for transportation reduces the over- 
all dollars available for the purchase of this country’s production, and 
every dollar spent needlessly for a service, rather than for the prod- 
ucts of this country, has an adverse effect on the demand for the 
products of the entire economy, and that, in turn, must have an ad- 
verse effect on our overall level of employment and income. 

When we call upon transportation agencies to move our products 
from one point to another , we expect that transportation agency to 
perform the required service expeditiously, safely, and as economi- 
cally as possible. 

It really is and should be of little concern to my company or to me 
as to whether the required service is performed in rail movement, via 
motor vehicle, via the inland waterways, or via mule team. "The 
means used to transport our tonnage is not the prime consideration, 
The major considerations are the quality of the service, the condition 
of our material when delivered at destination, and what we have to 
pay for the service received. 

As a matter of fact, if the utilization of two or more modes of 
transportation in the movement of our tonnage will produce better 
service, result in less damage, and cause the ‘required transportation 
service to be performed at a lower cost, that is exactly what we want, 
and is exactly what everyone else should want. 

These desirable results, however, can be obtained only if organiza 
tions engaged in the transporting of this country’s commerce can 
play the role of purveyors of transportation, rather than that of a 
wa a motor carrier, a water carrier, a pipeline, or an airline, 

I, of course, am well aware of the fact. that opponents of these 
bills no doubt take the position that if the railroads were allowed 
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to become purveyors of transportation, that would reduce competi- 
tion in the transportation industry. Have we, however, in the last 
10 years or so, actually had true ‘competition in the transportation 
industry 

To be sure, there has been a keen contest on the part of the various 
modes of transportation for the privilege of handling the country’s 
commerce, but the fact. of the matter is that since June 20, 1946, not 
only did the ICC on 16 occasions authorize the railroads to increase 
the level of their rates, but the motor carriers, sooner or later, fol- 
lowed suit and took steps to reflect the self-same increases in their rate 
structure. 

To be sure, the impact of these repeated rate increases in many 
instances has been offset to some degree by rate adjustments made 
by individual modes of transportation, in an effort to increase their 
overall share of the available intercity tonnage, but then, on the other 
hand, small shipments in many areas have been saddled with increases 
in rates in excess of those increases specifically authorized by the ICC 
in ex parte proceedings from June 20, 1946, to September 9, 1958, 
inclusive. 

When public utilities, such as the transportation agencies, regard- 
less of whether all known means of transportation are used in the best 
manner possible, repeatedly can apply to and receive from the regu- 
latory agencies, authority to increase freight rates, do we then have 
in the transportation industry true competition, or do we instead 
have cartelization / 

To be sure, we live in a competitive economy, but when it comes to 
privately owned public utilities, such as are the transportation agen- 
cies, the transportation industry is the only privately owned public 
utility where the agencies engaged in a public service are not allowed 
to offer the public : a complete transportation service, where the sur- 
plus facilities undoubtedly have caused the economy to be burdened 
with a higher overall freight and distribution bill than is absolutely 
necessary, and where it is ‘made too difficult for each transportation 

company, Within at least its managerial discretion, to make available 
to the public its ability to perform a transportation service at a lower 
cost. 

I recognize that transportation companies in operation today are 
part and. parcel of the public, but the impression is left that too much 
concern may have been displayed over their well-being and not 
enough for the well-being of the economy as a whole. 

Each type of transportation facility enjoys inherent advantages 
not enjoyed by others, but no type of transportation universally en- 
joys a particular inherent advantage over all other types of trans- 
portation. Under certain circumstances, commerce can be moved 
more economically via rail than it can ‘by motor carrier. Under 
other circumstances, the transportation service can be performed more 
economically via motor carrier than via rail. 

The only way the economy can hope to enjoy to the fullest degree 
ossible the capabilities of all known methods of mov ing commerce is 
or one instrumentality, acting as a purveyor of transportation, to 

have the authority to move commerce in any manner by which it 
knows the required service can be performed at the lowest possible 
cost—all with the purpose of having such lower costs eventually re- 
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flected in the level of the freight charges which the economy must pay 
for its transportation requirements. } 

If a transportation agency desires to use more than one mode of 
transportation to move the commerce entrusted to its care, I do not be- 
lieve it automatically should be granted a certificate of public necessity 
and convenience. We already have in this country a plethora of 
transportation facilities. Instead, it should be required, subject to 
the approval of the regulatory agencies, to purchase or merge its op- 
erations with that of some other type of agency. It should not, how- 
ever, be allowed to engage in other modes of transportation until an 
application is made to the Commission and a certificate of public ne- 
cessity and convenience is issued by the Commission upon a proper 
showing being made. 

In some instances, no doubt, it would have an adverse effect on some 
of the transportation instrumentalities in operation today, but, sooner 
or later, surplus facilities in the transportation industry, or surplus 
capital invested in transportation facilities and agencies must be elim- 
inated, in the same manner as it has been, down through the years, in 
every other field of endeavor, and as it was done, rather radically, 
within the railroad industry during the 1930’s. 

For these reasons, I am in favor of the principles embodied in the 
bills before your committee today. 

Thank you, gentlemen, for allowing me to appear before your com- 
mittee. 

Mr. Witutams. Thank you very much, sir. 

Do you do most of your shipping by rail or do you own your own 
trucks or 

Mr. Kneessy. We so far do not engage in private carriage. I have 
not made a recent tonnage check with respect to how much of our ton- 
nage moves by rail and how much moves by motor carrier, but the hard 
fact of the matter is, sir, that every pound of finished product we ship, 
somewhere along the line, must be handled by motor carriers. We use 
both of them extensively. 

Mr. WituraMs. As I take it from your statement, your belief is that 
passage of this legislation, or similar legislation, legislation to accom- 
plish the same purpose, would result in promoting the public interest 
by a general reduction in rates, perhaps, throughout the country? 

Mr. Kneessy. Eventually, under honest and efficient management. 
It would be up to the public and to the regulatory agencies to see to it 
that the purveyors of transportation, if that were authorized, func- 
tioned in an honest and efficient manner. 

Mr. Witutams. Thank you. Thank you very much, Mr. Kneessy. 

Mr. Culpepper, secretary and general manager, Atlanta Freight 
Bureau. 


STATEMENT OF CAUGHEY B. CULPEPPER, SECRETARY AND 
GENERAL MANAGER, ATLANTA FREIGHT BUREAU 





Mr. Cutrerrer. Good morning, gentlemen. If you stumble over 
my first name, I know, sir, it was just like it was “C-o-y.” I will not 
try to be “coy” with you, though, this morning. 

"My name is Caughey B. Culpepper. I am secretary and general 
manager of the Atlanta Freight Bureau, which is an incorporated, 
civic, nonprofit traffic and transportation association, with a member- 
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ship of over 500 of the leading business and industrial concerns of the 
Southeast, most of whom are naturally located in the Atlanta area. 

The Atlanta Freight Bureau is not just another small, one-town 
organization. It was chartered in 1902, and since its inception has 
not only offered to its members full traffic manager service but has 
also served as the traffic representative of the city of Atlanta, the 
county of Fulton (in which most of Atlanta is located), as well as 
yarious departments of the Georgia State government. It has identi- 
fied itself with all transportation problems and questions and has an 
enviable standing and reputation with the Interstate Commerce Com- 
mission and other Federal regulatory bodies as a result of its partici- 
pation in practically all of the general rate cases considered by the 
Commission during the last 50 years. 

It has also represented its members before various congressional 
committees, including this subcommittee of the House Interstate and 
Foreign Commerce Committee, in nearly all important deliberations 
of such committees in connection with legislation affecting every 
ramification of transportation. 

The witness himself has appeared before this same subcommittee 
on several occasions and appreciates this further opportunity to place 
before you the position of his organization and its individual members 
regarding the bills now under consideration. 

Upon instructions of my board of directors, I am supporting the 
underlying and overall principle involved in the six bills which your 
subcommittee is presently considering. My organization, and the 
members thereof, feel that the one best chance which our national 
transportation policy has to be strengthened and improved is for us 
to change our concept of the transportation agencies themselves and 
to, by appropriate legislation, recognize that we have reached the end 
of an era in which we think about a railroad as a railroad, a truckline 
as a truckline, a water carrier as a water carrier, and should begin 
now to permit the establishment of what will become integral trans- 
portation agencies, which can and will utilize whatever mode or type 
of vehicle or facility necessary to the prompt, expeditious, and eco- 
nomical movement of individual shipments through from origin to 
destination. 

As we understand it, the instant bills will clear the way legally for 
railroads to acquire, own, and operate trucklines, water carriers, and 
airlines. Also, motor common carriers would be permitted to acquire, 
own, and operate other forms of ener and the same privi- 
leges would be accorded the airlines and water carriers. 

It is realized that the instant bills, and other similar measures pre- 
viously introduced in the Congress, are considered by some to be pro- 
railroad legislation and that some representatives of other modes of 
pepepostation feel that the railroads will be the main, if not the only, 
beneficiaries should these bills be enacted into law. 

To this witness, this does not necessarily follow. He sees an equal 
opportunity for any sound, well-managed, and progressive transporta- 
tion agency, whether it now be engaged in motor carriage, water car- 
nage, or movement by air, to extend the limits of its service to include 
the acquisition, ownership, and operation of some other agency or 


mode of transportation and thus widen to the fullest extent its service 
tothe public. 
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Many plans, schemes, and gadgets have been conceived and advo. 
cated in recent years for the avowed purpose of assisting the railroads 
to maintain their vigor, which has been threatened by the dramatic 
loss of passenger business and less carload movements. 

Among those sehemes are the various plans embracing so-called 
piggyback operations. Even the railroads themselves seem to place 
great confidence in piggyback service. Your witness believes that al] 
of these plans heretofore offered constitute mere stopgap schemes 
that may help for a while but that none of them will finally and defi- 
nitely produce a satisfactory answer to the needs of the rail carriers, 

It is the earnest belief of my organization and the considered judg- 
ment of your witness that an ‘entirely new concept of the transporta- 
tion problem is inevitable if all types of tr ansportation are to be sufli- 
ciently protected to insure the adequate national transportation system 
called for and required by law and surely needed for the full growth 
and development of our country. 

It is our belief that the plan encompassed by the bills now under 
consideration by this subcommittee is certainly a step in the right 
direction, and that the best interests of the shippers, the receiv eTs, the 
various modes of transportation, and the general public will best be 
served if the Congress can and will bt oaden its vision to see and pro- 
vide for “transportation” agencies or companies rather than “rail- 
roads,” “trucklines,” “air carriers,” and “water carriers.” 

Of course, it is realized that Congressman Rogers of Texas and 
Congressman Bennett of Michigan both had the same idea in mind 
when introducing these bills and that both of these gentlemen intend 
to accomplish the same results. It is, naturally, also realized that your 
committee will not recommend both of the parallel bills in each 
group. 

Consequently, it is assumed that should this committee be convinced 
of the wisdom and practicability of the aims encompassed in this legis- 
lation, they will recommend the passage of Congressman Rogers’ bills, 
numbered H.R. 7960, H.R. 7961, and H.R. 7962, ¢ or the passage of Con- 
gressman Bennett’s bills, numbered H.R. 9279, H.R. 9280, and H.R. 
9281. 

Favorable action on either group of bills will be satisfactory to my 
organization, but it is our considered judgment that Congressman 
Bennett has introduced probably the more complete set of bills, and we 
would suggest to your committee that if it can consistently do so, it ree- 
ommend the passage of H.R. 9279, H.R. 9280, and H.R. 9281. 

This course of action will certainly be a step in the right direction 
and will make for a prompt improvement of our national transporta- 
tion policy and the ultimate benefit of all of the existing modes of 
transportation. 

I would like to add just a word: That I have been in the transporta- 
tion game since 1921. Well, I started off as a stenographer, so I do not 
reckon you would call first. years of my service actual transportation 
work, but from my whole experience I know that the law provides a 
duty on the Interstate Commerce Commission to work for a sound 
transportation policy, and if there is no transportation, there cannot 
be a transportation policy, and if there is no transportation, there can- 
not be any transportation agencies. Also, this “end of an era” busi- 
ness is not a pipedream of mine. Times change; conditions change. 
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People have a different idea of what they want and what they need, and 
they want and need different things and need them quicker and faster. 
The or ganization — a nite: today may do one thing that may not 
be necessar y next yea 

It is just like you go > to a bank and want to borrow $10,000 to help a 
failing business. keep g going for another year. Now, that $10,000 will 
keep ths it business going, but it will not save it. It is just $10,000 more 
in the hole, and all of these gadgets and schemes that have been tried 
may keep the railroads and they 1 may keep the trucklines, particularly 
the railroads, going for a little while, but they have got to have some 
plan wor ked out where instead of pouring in more time, money, and 
more years they can keep going, and I am satisfied, and my organiza- 
tion is, that one of the best w ays to secure a sound progressive plan i iS 
to give them an opportunity to perform a full transportation service. 
When they get the stuff as far as they can carry by rail, let them deliver 
it to final destin: ition with trucks. When they need, here at the origin 
point, to get it concentrated, let them fan out and pull it in with tr ucks, 

and not hamstr ing them. 

Now, the Interstate Commerce Commission is an arm of Congress. 
It does not belong to anybody else. It is supposed to do what Congress 
wants done and what Congress has enacted into law, and they cannot 
do what is necessary and needful unless Congress permits them to do 
it. And these laws will, in the estimation of my organization, be a step 
in the direction of giving the Interstate Commerce Commission an 
opportunity to let transport: ition systems and agencies perform their 
full service to the public. 

We are not interested in rates right at this minute. Rates do not 
enter into my concept of this instant business. It may not affect the 
rates upward or downward one bit, but it will give service, and the 
railroads right now would be able to handle their less-than-carload 
traffic if they could give the service. They just do not give the service. 
They have lost all that less-than-carload ‘business because they cannot 
get the stuff there. That is all there is to it; and if you do not now 
help them accomplish the ends contemplated by this legislation, why, 
they will not be able to get carload stuff. 

I believe that isall. Thank you, sir. 

Mr. Witutams. Thank you very much. In view of the fact that 
you hail from the great Confederate State of Georgia, the Chair is 
going to recognize the gentleman from Georgia, Mr. Flynt. 

Mr. Fiynr. Mr. C ulpepper, I am sorry I was not here at the begin- 
ning of your remarks. 1 came here just as soon as I heard you were 
on the stand, and I just want to tell the members of the sube ommittee 
that whatever you say in the field of transportation comes from a 
storehouse of both experience and knowledge, that not only myself but 
all persons in the Southeast, not only Geor gia, but in the Southeast, 
who know of your ad time activ ity in this { field, and of your public- 
spirited interest in it, know that you are genuinely interested in 
strengthening the canttre system of transportation throughout our 
country. I just wanted to tell my colleagues on this subcommittee 
that whatever you have set forth in your ‘statement comes with that 
and that alone in view. I know that the part I heard does. 

[ also want to assure them that all of us in Georgia, and I think 
indeed in the Southeast, who know of you and your interest and your 
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activity, and your experience, have the warmest and highest regard, 
respect, and admiration for you. 

Mr. Cunreprer. Thenk you, Mr. Congressman. I will come again 
if you will let me. [Laughter.] 

would like to reciprocate. All members of this committee that 
I know, including the chairman, Mr. Harris, are extremely kind. | 
have known you all quite a while; and it is always a pleasure because 
I usually get something just like that from at least one of you. 

Mr. Fiynr. Well, we mean it, Mr. Culpepper. 

Mr. Cuurreprer. Thank you, sir. 

Mr. WitiiaMs. We will now recognize the gentleman from Minne- 
sota, Mr. Nelsen. 

Mr. Nexsen. I have no questions. I note the name Culpepper. I 
was down in Culpeper, Va., at an annual meeting of REA. I was 
the administrator, and we had mulligan stew and I just wondered if 
you were an authority on mulligan stew? 

Mr. Cunrerrer. It happens that I am an authority on mulli 
stew, but I am also an authority on Hungarian goulash, but that does 
not make any difference. 

Mr. Netsen. No further questions. 

Mr. Cuurrrrer. However, we belong to Georgia now, we added a 
p to our name and moved down to Georgia. We have got three p’s in 
pepper down there. 

Thank you for remembering the name, sir. 

Mr. Wituiams. Mr. Younger. 

Mr. Youncer. No questions. 

Mr. Wiiu1aMs. Mr. Harris. 

Mr. Harris. Mr. Chairman, I would like to join our esteemed col- 
league, Mr. Flynt, in welcoming back to the committee, Mr. Cul- 
pepper. We have had the benefit of his counsel and wisdom on many 
occasions. It is always a pleasure to have him to expound his views 
and theories from the abundance of experience that he has had in 
this matter of transportation. 

Of course, it is like the minister was one time when he was asked 
how many members of his church—and he responded, he said he had 
50, “25 for me and 25 agin me.” A lot of the time Mr. Culpepper 
has been for me and a lot of time he has been agin me. [Laughter.] 

But it is always a pleasure to welcome you to this committee, and 
I enjoyed again your statement this morning, Mr. Culpepper. 

Mr. Cutrerrer. Thank you, Mr. Harris. 

Will you let me say this one thing: that I was just about to tell the 
same joke. [Laughter. | 

Mr. Harris. That shows two great minds run in the same chan- 
nels. [ Laughter. | 

Mr. Wuu1ams. Mr. Clair M. Roddewig, president, Association of 
Western Railways. Mr. Roddewig. 


STATEMENT OF CLAIR M. RODDEWIG, PRESIDENT, ASSOCIATION 
OF WESTERN RAILWAYS 


Mr. Roppewie. Mr. Chairman and members of the committee, my 
name is Clair M. Ronen a. My business address is 516 West Jack- 
son Boulevard, Chicago, Ill. 
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I am president of the Association of Western Railways. The as- 
sociation is composed of 43 class I railroads operating west of the 
Great Lakes and the Mississippi River. It performs a number of 
joint and cooperative services for its members. 

I have been president of the association since September 1, 1957, 
and prior to that time I was with the Chicago & Eastern Hlinois 
Railroad in the capacity of general counsel, vice president, and presi- 
dent, the latter position being held from 1949 to the date I was elected 
tomy present position. 

During the years 1939 to 1942 I served as senior attorney for the 
Interstate Commerce Commission at Minneapolis, Minn. From 1942 
through 1945 I was connected with the law department of the Office 
of Defense Transportation, serving as General Counsel of that war 
agency during 1944 and 1945. iodo 

I appear here today on behalf of the association and its members. 
The association and its members urge the enactment of the bills here 
under consideration. 

At the outset, I think I should emphasize that these bills merit 
consideration by the Congress only if they promote the public in- 
terest. I believe the testimony of the earlier witnesses amply demon- 
strates that their enactment will be in the public interest. 

Earlier witnesses have also testified as to the nature of the restric- 
tions applicable to railroads which the proposed bills are designed to 
remove. I am not going to labor the record with a repetition of these 
restrictions. 

We come to the question of just how the public interest is affected 
by these restrictions. ‘These restrictions have been and are being 
imposed by the Interstate Commerce Commission pursuant to what 
it deems to be its duty under the Interstate Commerce Act. I think 
we should keep in mind that if it were not for the public interest, 
there would be no need for the Interstate Commerce Act, and if it 
were not for the public interest, there would be no justification for 
any type of regulation of transportation in this country. 

Almost every facet of railroad operation and service is subject to 
regulation by the Federal Government, State governments, or the 
local governments. Consequently, so long as there is justification for 
such regulation, we must assume that the public has an interest in the 
financial health of the railroads and in their ability to survive as 
a part of the common carrier transportation system of this country. 

Boiled down, it is the railroads’ position that the existing restric- 
tions on their right to diversify the type of transportation service they 
are permitted to furnish is contributing to a worsening financial health 
of the railroad industry and to a worsening ability to furnish the 
service required by the rapidly changing business conditions in the 
country. 

These restrictions are also contributing to a weakening of the com- 
mon carrier system of transportation to the point where many thous- 
ands of small towns and communities are today without adequate 
public transportation. This is depriving them of opportunities for 
growth and development enjoyed by other more populous communities. 

Now, just what is the financial situation of the railroads today? 
Gentlemen, I can assure you it is not good. Two years ago the Con- 
gress of the United States expressed cleep concern with the condition 








164 TRANSPORTATION DIVERSIFICATION 





of the railroad industry and what was characterized as the “deteriorat- 
ing railroad situation.” 

It was stated at that time in a report of a congressioan] committee 
that the net working capital of the railroads had declined to a point 
where it was sufficient to meet their cash operating expenses for q 
period of only 1 month. The financial condition of many railroads 
has substantially worsened in the past 2 years. The condition of some 
railroads has reached the point where they are openly seeking Federal 
aid. 

Gentlemen, Congress must cope with the regulatory restrictions that 
place the railroads at a competitive disadvantage if the railroad jp. 
dustry is to survive. If it is unimportant as to whether or not the 
railroad industry does survive, then the very basis and the only justi- 
fication for railroad regulation of any kind ceases to exist. 

Now, I am not suggesting that all of our difficulties stem from 
regulatory restrictions. We have other very serious problems which 
the industry itself is presently doing its utmost to solve. 

The regulatory restrictions to which I have referred and which 
have placed the railroads at a competitive disadvantage fall into two 
categories. One category has been the regulatory restriction which 
has denied us the right to competitively price our service. The other 
type of regulatory restriction has denied us the newer means of trans- 
portation with which to meet the changing requirements of our cus- 
tomers. If we are to serve the public as it requires and has a right to 
expect, we must have both competitive prices and competitive service. 

Congress, 2 years ago, faced up to the problem created by the re- 
strictions which handicapped the railroads in establishing competi- 
tive prices. It included in the Transportation Act of 1958 a new rule 
of ratemaking. This new rule of ratemaking gives the railroads 
greater freedom in establishing competitive prices than they had prior 
thereto. This change in the rule of ratemaking has not only improved 
the railroads’ competitive situation but has given the public the bene- 
fits that flow from the competitive pricing of transportation service. 

The bills before the subcommittee go directly to the second very 
important part of competition for transportation business—and that 
is the factor of service. If these bills are enacted, the public will gain 
the benefit from competition in pricing of transportation service, and 
also the benefits from the competitive use of the different means of 
providing such service. 

Now, just what are we talking about when we relate the public in- 
terest to these bills? The suggestion has been made at these hearings 
that an increase in the establishing of joint rates and through routes 
by different carriers will serve the public interest just as well as the 
proposed legislation itself. There are others who charge that the pur- 
pose of this proposed legislation is to raid the business of the regulated 
motor carriers and the regulated water carriers. That is not the case 
at all. 

Let us take a look at where the increased transportation from the 
expanding economy of this country during the past few years has 
been going. 

In 1947 we find that 77.7 percent of the ton-miles of transporta- 
tion was moving by regulated carriers and 22.3 percent was moving 
by private carriers and other unregulated: carriers. The regulated 
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motor carriers reporting to the Interstate Commerce Commission 
handled only 3.7 percent of the total transportation in that year. 

In 1957, the most recent year for which statistics are available, we 
find that 67.9 percent of the total ton-miles was moving by carriers 
subject to regulation and 32.1 percent was moving by private and 
other carriers not subject to regulation. The regulated motor carriers 
handled 6.4 percent of the total in this most recent year. 

Thus, in this 11-year period, private and unregulated transporta- 
tion increased by 10 percent of the total, while regulated motor 
carrier transportation increased by 2.7 percent of the total. i 

During the same period of time—the 11-year period 1947 to 1957, 
inclusive—the railroad percentage of the total transportation of the 
country declined by 19 percent. ’ 

Therefore, private and unregulated transportation have increased 
their share of the total more than three times faster than regulated 
motor common carrier transportation in the 11-year period. 

Furthermore, this would indicate that the declining railroad share 
of the total has gone to the private and unregulated carriers to a far 
greater degree than it has gone to the regulated motor carriers. 

Now, what does this demonstrate? It demonstrates a constantly 
growing dissatisfaction on the part of the shipping public with the 
rates or the service, or both, of the regulated carriers, both rail and 
motor; and as a result of this dissatisfaction, they are turning in an 
ever-increasing degree to the “do it yourself process” of the private 
arrier or to the use of the unregulated carrier. 

Gentlemen, this trend poses just as serious a threat to the regulated 
motor carrier as it does to the regulated railroad. Our common 
carrier transportation system is in jeopardy. Within recent months a 
number of students of transportation have expressed concern as to 
the future of the common carrier. 

Let me give you an example to illustrate what is happening. 
Within the past 10 days one of the largest steel mills in the Chicago 
district announced that it had commenced taking delivery of iron 
ore at its Chicago mills from South America. The ore is being moved 
from the gulf ports to Chicago by the use of unregulated water trans- 
portation. Not only that, but the mill also announced that after 
the barges are made empty at Chicago, the same barges are taking the 
company’s steel products down the river for distribution throughout 
its trade territory. 

Now, to those who suggest that the problems under consideration 
in these hearings can be solved by the establishing of joint rates and 
through routes, let me ask them how can a railroad, or how can any 
other common carrier, have joint rates and through routes in such a 
manner as to participate in this business? Let me also ask them how 
can joint rates and through routes be established with persons who 
are performing their own transportation service ? 

So that brings us to this conclusion: that 32.1 percent of the total 
gross ton-miles of transportation in this country in 1957, which was 
performed by private carriers and by carriers outside of regulation, 
Is not available to movement under any conception of joint rates and 
through routes. 

These people who are performing their own transportation are not 
doing it solely because they want to perform their own transporta- 
tion—they are doing it because it is good business for them to do it, 








166 TRANSPORTATION DIVERSIFICATION 


eo from a price standpoint, or from a service standpoint, or from 
oth. 

How, then, gentlemen, can railroads, or, for that matter, the regy- 
lated motor carriers ever make a dent in this huge and growing 
portion of the transportation business if they cannot compete for it on 
a basis of price, or service, or both? 

Let me give you another example which, I believe, conclusively 

demonstrates that our purpose in engaging in motor carrier operations 
is not to raid the business that regulated motor carriers now hay 
but is to share in the expanding busines of the country’s growing and 
changing economy. 
The traffic involved in this example is cement shipped from produc- 
ing plants located in Pennsylvania, Maryland, and West Virginia, 
From the time these plants were constructed, in some instances more 
than 50 years ago, all except a small amount of the cement traffic 
has been transported by the railroads. The traffic is 37 percent of the 
total traffic of one of the affected rail lines, and is of the greatest im- 
portance to all of them. The total rail revenue from all of this 
business is estimated at about $20 million annually, with a potential 
loss of half, or more, to the new motor carrier service proposed to be 
established by the railroad competitors. 

An examiner for the Interstate Commerce Commission found that 
until recently these cement producers have been entirely satisfied with 
rail service. On numerous occasions several of the producers havg 
opposed applications by motor carriers to establish service. But in 
other Eastern producing areas, there has been a trend toward the 
trucking of cement and this trend has been accelerated by the develop- 
ment of the pneumatic tank trailer which greatly facilitates loading 
and unloading. 

Many of the producers, faced with competition from producers in 
these other areas offering both rail and truck service, have reversed 
their positions and now desire motor carrier as well as railroad service. 
They made it clear that if motor carrier service is not authorized, they 
will install their own trucks to make deliveries as private carriers. 

When it became known that the producers were going to support 
motor carrier service, several motor carriers filed applications with 
the ICC to perform the service. The affected daitronds also filed ap- 
plications with the Interstate Commerce Commission for authority to 
render the service, urging that if such service is to be allowed, the rail- 
roads should be given an equal opportunity to perform it. 

_ Hearings were had, and what habiensd Q 

The examiner who heard the case made a finding in a report which 
he proposed to the Commission that there was public need for the pro- 
posed truck service, but denied the applications of the railroads to 
render the service, although they had always handled the business. 
He recommended that the applications of various motor carriers, 
which had never handled any of the business, be approved. In ruling 
against the railroads, he did not find that they were unfit or unwilling 
to provide service, nor that they were without the know-how and re- 
sources to fulfill every reasonable demand made upon them. 

Certainly the operation of the new service by the railroads would 
not have taken any business away from any motor carrier because 
they have never handled any of it. 
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The only supposed justification for denying the railroads the right 
to handle this business—the only respect in which the railroads were 
found lacking—is the mere fact that they are railroads. 

Equality under the law is sound in principle and should be brought 
about here. That case is pending on exceptions before the entire Com- 
mission. It is only one of many which illustrate the need for a prompt 
change in the law. tary 

Let me give you another example of how the public is the loser un- 
der present regulations and restrictions. sy 8 

During the time I was president of the Chicago & Eastern Illinois 
Railroad, we applied for and received from the State of Illinois au- 
thority to operate motor vehicles to and from and between all points 
served by the railroad within the State of Illinois. The railroad itself 
operates in the States of Illinois, Indiana, and Missouri. The author- 
ity granted by the State of Illinois contained no restrictions of the 
type imposed by the Interstate Commerce ( ommission. 

The railroad filed this grant of authority with the Interstate Com- 
merce Commission and thus became authorized to engage in the trans- 
portation of property in interstate commerce within the State of 
Hlinois without. restrictions. No restrictions were imposed because 
the Interstate Commerce Commission is without authority to impose 
restrictions in a case such as this where the operations do not cross a 
State line. 

Sometime later we felt that we could perform a good job of public 
service to the towns served by the railroad in the State of Indiana if 
we were to extend the motor carrier operation to points on the railroad 
in that State. An application was filed with the Interstate Commerce 
Commission for authority to operate as a motor carrier in both States. 
The right of unrestricted operation, which we had by virtue of the 
registration of our grant of authority from the State of Illinois, would 
no longer be sufficient if we performed service by motor vehicle out- 
side the State of Illinois. 

It was for this reason that we, in effect, had to seek a second grant 
of authority from the Interstate Commerce Commission to perform 
the service which we already had authority to do if we confined our 
operations to one State. After extensive hearings, it appeared that 
it we were to receive any authority at all, it would be under severe 
restrictions which would have substantially curtailed the service that 
we were providing in I]}linois. 

Consequently, we dismissed the application before the Interstate 
Commerce Commission and concluded that we would prefer to do a 
complete job of public service to our customers within the State of 
Illinois, rather than do a partial job to our customers in both States. 
The result is that the shippers on the railroad in the State of Indiana 
have been denied the same type of service that the railroad’s customers 
receive in the State of Illinois. 

This experience, as most of the subcommittee well know from the 
earlier testimony, is not an isolated case. Mr. Macfarlane, of the 
Northern Pacific, testified at length to similar experience on that rail- 
road, and Mr. Johnson, of the Pacific Motor Trucking Co., testified 
as to similar experience throughout Southern Pacific territory. 

Actually, the restrictions imposed under existing regulations and 
policy impose severe handicaps upon many thousands of small towns 
throughout rural America. It is the shippers and receivers of freight 
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in these thousands of small towns who are bearing the brunt of this 
discriminatory policy. 

In conclusion, may I repeat that the very survival of the railroad 
industry depends upon the relaxation of the competitive restrictions 
that have been placed upon us. 

In 1957 our share of the total transportation business of the count 
was 46.31 percent. In 1958 it dropped to 45.3 percent. While the 
final figures are not in for 1959, a projection of the known figures for 
the year indicate that our percentage will drop to slightly above 43 
percent. 

I hold in my hand a chart on which I have projected the decline of 
the railroads’ share of total intercity freight traffic to 1970, based upon 
the decline for the period 1946-58. If the rate of decline is not 
arrested and continues in the same pattern during the next 10 years 
as it has followed in the years since 1946, the railroad share of the 
total intercity freight traffic of this country in 1970 will be about 25 
percent. 

That, gentlemen, is not enough to preserve the railroad system of 
thiscountry. The Congress, 2 years ago, courageously faced the prob- 
lem of our competitive disability in the pricing of our service. Today 
we are asking the Congress to take the same realistic look at the rail- 
roads, their relationship to the public interest, and to take the same 
courageous action in removing the restrictions that keep us from 
providing a competitive service to the public. 

Thank you very much, gentlemen, for inviting me to appear before 

ou. 
7 Mr. Wiuiams. Thank you, Mr. Roddewig, for a very clear and 
excellent presentation of your case. 

Mr. Harris. 

Mr. Harris. Mr. Chairman, I, too, want to say to Mr. Roddewig 
that I am very glad to have his views on this subject, and the presen- 
tation of his testimony here this morning. I know how very inter- 
ested you are, and from your position, the experience that you have 
had. You, of course, have knowledge in this subject and for that 
reason I am very glad to have had the privilege of hearing your testi- 
mony. 

Mr. Roppewre. Thank you very much, Mr. Harris. 

Mr. Witttams. Mr. Moulder. 

Mr. Movutper. I have no questions, Mr, Chairman. 

Mr. WitxtaMs. Mr. Younger. 

Mr. Youncer. Yes, Mr. Chairman. 

I am wondering, Mr. Roddewig, whether just the mere passage of 
this legislation is going to reach the solution that you desire if the 
ICC continues to warp its decisions, as you point out, in favor of the 
competition ? 

Mr. Roppewic. Well, of course, the very purpose of this legislation 
is to establish a new set of rules under which they will have to be 
governed in passing upon these cases. 

Mr. Youncer. But they did not have to decide under the existing 
rules the decision that they made. 

Mr. Roppewre. Well, it is their position that they do, and I think 
testimony of the earlier witnesses on the opening day of these hearings 
clearly demonstrated they felt they were under compulsion under the 
existing law to follow the policy they have laid down. 
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The discouraging thing, of course, is that at those hearings, when 
pressed by Congressman Harris, Chairman Harris, as to what their 
views were on this proposed legislation, they, in effect said they had 
no views. 

Mr. Youncer. One further question. Do vou subscribe to the 
theory that all the modes of transportation should be privileged to 
deal in any other mode of transportation ? 

Mr. Roppewic. Yes, sir; I do. 

Mr. Youncer. In other words, the airlines can own railroads and 
the railroads own airlines, and the trucklines own railroads ? 

Mr. Roppewie. That is right. 

Mr. Youncer. But you believe—— 

Mr. Roppewic. On the same basis; that is right. I am not suggest- 
ing that there certainly should not be a degree of public supervision 
over the thing. But the rules, whatever they are, should be applied 
equally. 

Mr. Youncer. Equally te all modes of transportation ? 

Mr. Roppewie. That is right. 

Mr. Youneer. That is all, Mr. Chairman. 

Mr. WiturAMs. Mr. Flynt. 

Mr. Fiynt. Mr. Roddewig, have you, to your knowledge, or any 
other person, discussed this subject of the legislation now pending with 
representatives of railway labor, railway labor executives? 

Mr. Roppewie. Yes, sir; it has been discussed with railway labor, 
and there will be placed in the record the views of some of the railroad 
unions. 

Mr. Fiynt. I wonder if they plan to present any testimony in the 
hearings ¢ 

Mr. Roppewie. That I am not prepared to answer. They are pre- 
pared to present some written statements of their views. 

Mr. Fiynt. The reason I asked that is, do you feel that this legis- 
lation would be equally beneficial to employees as well as to manage- 
ment of railroads ? 

Mr. Roppewic. Indeed I do. Indeed Ido. I think our employees 
have got just as much to gain from it as management has. 

Mr. Fiynvt. If this trend shown on the graph which you gave us 
entitled “Railroad Share of Total Intercity Freight Traffic” could be 
reversed, and instead of continuing downward, if this could turn up- 
ward, would not that mean more jobs in the railway industry? 

Mr. Roppewia. It certainly would; and that is not a very bright- 
looking chart from the standpoint of people working on the railroads 
today. 

Mr. Frynrt. Is it not true that it would not only mean more jobs 
but it would mean perhaps more opportunity for increased wages! 

Mr. Roppewie. That is right; it would. 

Mr. Friynr. On the other hand, if this trend continues downward, 
is it or is it not true that this will probably mean the likelihood of 
fewer jobs? 

Mr. Roppewie. This trend, if it continues downward, is going to 
bring about a continuation of precisely what we have had during the 
recent years where the number of people working on the railroads has 
dropped to 850,000 from a number of years ago of 1,600,000. 

_ Mr. Frynt. This next question I am going to ask may be rather 
involved, so if you will follow me as closely as you can, please do. 
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You agree with me when I make the observation that if the railroad 
industry could keep pace in its growth with the growth of the trang. 
portation industry as a whole, and with the growth of our nationa] 
economy as a whole, that not only would the railroad industry and 
railroad labor mutually benefit from it? Do you agree with my ob. 
servation that the entire healthy economy of the railroad industry 
and our national growth would iikewries mutually benefit ? 

Mr. Roppewia. I agree thoroughly with you. 

Mr. Fiynv. Would you like to elaborate on it ? 

Mr. Roppewia. I would like to elaborate on it, if I may. If the 
railroad business in this country could grow in the same proportion as 
the economy itself has been growing, and as a result have a higher 
utilization of the railroad plant, the railroad industry would be a 
prosperous industry, The railroad employees would be working in 
an atmosphere of security. The public itself would have the benefits 
from ever-decreasing, lower transportation charges because of the 
higher volume and the fuller utilization of the railroad plant. ‘There 
is not anv question about it. 

Mr. Firynr. Would you say that the situation which you have 
pointed out that you would like to have exist in your industry is sub- 
stantially true in every other major industry in America at the present 
time? 

Mr. Roppz-wie. That is right. 

Mr. Fuynt. That goods and services are being increased in both 
number—numerically and dollar volume ? 

Mr. Roppewie. That is right. 

Mr. Fuynr. And with a few exceptions, the cost per unit, including 
quality increases as a factor—that the cost to the consuming public is 
gradually being reduced as the numerical and dollar volume of such 
goods, commodities, and services are increasing / 

Mr. Roppewie. That is right. 

The whole concept of our expanding economy in America has been 
an ever-increasing production to bring about an ever-decreasing, lower 
unit cost resulting in ever-inereasing consumption by the consuming 
public. That same principle applies to railroad transportation as it 
applies to automobiles or steel or any other basic industry or service 
in this country. 

But the railroad industry has not been allowed—that has not been 
permitted to happen to the railroad industry principally because of 
restrictions. 

Mr. Fiynt. I would like quite frankly to pursue both of those ata 
little greater length, but I will defer at this time in the interests of time 
for the other witnesses who are to be heard, but if I may, let me return 
to my question with regard to the attitude of railway labor execu- 
tives expressing the attitude of the organizations which they repre- 
sent. 

I do not feel that it will be proper for me as a member of the com- 
mittee to so request, but I wonder if you or if anyone else would suggest 
that representatives of railway labor organizations and railway labor 
association executives be requested to give us their views. 

Mr. Ropprwic. We will take it. I will see that somebody talks to 
them about it. 

Mr. Fiynt. Thank you. 
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Mr. Roppewtc. Thank you, sir. 

Mr. Witu1aMs. Mr. Moulder. 

Mr. Movuuper. As I underst and it, this bill would not remove super- 
vision and control by the ICC in the granting of a certificate of con- 
venience on the proposition that it might create unfair competition or 
injury to another motor carrier. They would still have that authority ? 

Mr. Roppewic. That is right. They would still have the right to 
reject applications. This would not be a blanket authority “for a 

ailroad to start indiscriminately buying other trucklines or entering 
into transportation ser vice, 

Mr. Moutper. That is my point. 

The purpose of this bill, and the only purpose of it, is to remove 
the present restrictions that apply to railroads and railroads only ? 

Mr. Roppewic. We want to have the law apply to us in the same 
fashion as it applies to other businesses or to other carriers. We seek 
no special privilege at all. We seek no preference at all. 

Mr. WixuiaMs. Are there any further questions? 

Mr. Youncer. Just one. It occurred to me, if all of the modes of 
transportation can deal in all other modes, you would find yourself 
being supervised by three different independent agencies. For in- 
stance, the pipelines by the Federal Power Commission, and the 
railroads by the ICC, and the airlines by the CAB. 

Do you think that would be good operation ? 

Mr. Roppewie. I do not see that that, if the standards of regulation 
were clear, and if they were equal and if they were fair to all—I do 
not see that that would impose any undue burden. There are some 
folks, yes, who suggest that we should have a “Department of Trans- 
portation,’ * that we should have all the regulation of all modes of 
transportation under one body. 

I do not know that I am prepared to say that I think that would make 
any fundamental change in the situation. 

Mr. Youncer. That is all. 

Mr. Fiynr. Mr. Roddewig, in that connection, let me point out one 
difficulty that might be encountered if that were done, and ask your 
thought on it: Do you think that it would be appropriate for rule- 
making activities, which are certainly part of the delegated powers 
of Congress which are delegated to the various regulatory agencies 
do you think that it would be possible, and it w ould be’ appropriate 
and proper, for rulemaking power to be transferred to the executive 
branch in the form of one of the Cabinete officers ? 

Mr. Roppewia. I am not prepared to say that it would lead to any 
solution of our problems. I think when you are subjected to regula- 
tion, you are subjected to regulation, and I do not believe anybody can 
suggest that the regulation, that we have is not, the people doing it 
are doing—they are doing what they think is right, do you see, 
and—— 

Mr. Fiynr. Actually, my question was really more in the nature 
of an observation than it was a true questicn, and I made the ob- 
servation because I am somewhat apprehensive of transferring du- 
ties which are clearly assigned to the legislative branch, to Congress, 
by the basic instrument of our Government, the Constitution of the 
United States, to any other branch of the Federal Government other 
than the legislative branch. And I make that observation in connec- 


tion with the subject which was rightly being discussed. 
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Mr. Roppewic. Well, as I say, I am not prepared to say, and I do 
not have any views that would be helpful if they would be trang. 
ferred. I think I would like to make this observation on that point: 
I think there is one area in which this whole thing could be clarified, 
and that gets off into another aspect that is not under consideration 
here today, but you have billions and billions and billions of dollars 
each year that the Congress is appropriating for competing forms of 
transportation—the development of rivers and the development of 
airports and whatnot—and that the agency dealing with railroads is 
not even asked to comment as to what the impact may be upon the 
railroad transportation system. I think that is a fundamental weak- 
ness in what we are doing. 

Mr. Frynr. I yield to Mr. Younger. 

Mr. Youncer. I was just wondering, since you have had a lot of 
experience in the law, to accomplish one unit of supervision is not 
necessarily delegating to that agency rulemaking, for it is possible 
that Congress could make a code, as was done in the banking code, 
which established merely an executive supervisory branch and not a 
rulemaking bureau. 

Mr. Roppewta. I think basically your fundamental standards for 
regulation have got to stem from the Congress, there is not any ques- 
tion about that. 

Now, once those standards are set, your regulatory agencies are 
going to do an honest job of trying to administer them as they un- 
derstand them. 

Mr. Youncrr. I think that is true. But these independent agen- 
cies, as you well know, become both independent of the Congress and 
the executive branch and they become fully independent. 

Mr. Roppewia. Well, really what we are saying here in this pro- 
posed legislation is that Congress correct one of those broad grants 
of authority that you have given. 

Mr. Youncer. I agree with you. 

Mr. Frynt. Mr. Chairman, I yield to Mr. Moulder. 

Mr. Movrper. The question asked by Congressman Flynt creates 
this thought with me: What rules or regulations by the Civil Aero- 
nautics Board controls the cargo carriers carrying freight, to make 
up their load which could be at a reduced rate or which should be 
carried, by rail or other modes of tansportation ? 

Mr. Roppewia. I do not believe that there is too much that the 
regulation of cargo—— 

Mr. Movutper. In fact, there is no regulation of cargo. 

Mr. Roppewia. That is right. There is not too much regulation 
of transportation of cargo by air, but I notice that even there that 
within recent months one of the officials of the CAB or one of the 
agencies has urged the airlines that they should get out and purchase 
jet airplanes to get into the aircargo field, and again I think that, 
if we are to now face a new competitive force and still be restricted 
from being able to meet the challenge of that new competitive force, 
it very well could accelerate this decline that has set in. 

Mr. Frynt. Thank you, Mr. Chairman. 

Mr. WiutAMs. Any further questions? 

Mr. Roddewig, I will ask you the same question that I have asked 
several preceding witnesses to get your comment on it, please. 
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Carrier A seeks to buy carrier B which happens to be engaged 
in another mode of transportation, and seeks a certificate even 
though carrier B may already be a certificated carrier, it must go 
to the regulatory agency and receive a certificate from the regula- 
tory agency, must 1t not. ; 

At the present time the regulatory agencies have resolved or rather 
have placed the burden of proof on the applying carrier which, in 
this case, would be carrier “A”, to show that such a merger is in the 

ublic interest and does not harm any other mode of transportation. 

s that not correct? 

Mr. Roppewte. That is right. 

Mr. Wiutu1AMs. The burden of proof, in other words, is upon the 
applicant. ee 

Mr. Roppewia. That is right. 

Mr. Wii1aMs. Now, in view of the fact that carrier “B” may 
already be certified, even though it is in another mode of transpor- 
tation, do you feel that rather simply changing or shifting the bur- 
den of proof to the protestants in such a case, requiring the placing 
upon them the obligation to prove that it is contrary to the public 
interest, would take care of this whole situation ? 

Mr. Roppewic. I would say it would be certainly an improvement 
over what we have now. I do not know that it would fully answer 
the problem. 

Mr. Witir1AMs. In what way would it not fully answer the prob- 
lem? I mean, what are your reservations on it? 

Mr. Roppewic. Well, still, even though—assuming that you have 
shifted the burden of proof, I think that would help the situation 
some now because you would be getting away there from speculating 
as to the effect that it might have on other carriers. 

But you still would have the basic, you still, as I understand it, 
you still would have the basic hurdle that a railroad would have to 
get over just because it is a railroad itself. I do not think that any- 
thing short of straight equality 

Mr. WititaMs. Is that a tangible thing that you are talking about, 
or simply an idea? 

Mr. Roppewic. Well, it could be as you get into the administration 
of it, it could be a very tangible thing. I think so long as the rail- 
roads are set apart and have restrictions of any kind regardless of 
where the burden may be, that are applicable to them because they are 
railroads, I think we have not come to the very core of the problem. 

In other words, we want no preference, but I think so long as there 
is any semblance of discrimination against railroads because they are 
railroads themselves, that it is not a satisfactory solution, although I 
would readily say that the shifting of the burden would be an im- 
provement from what we have today. 

Mr. Wiutu1aMs. I do not want to argue that point with you, but I 
would remind you that such decisions would be reviewable by the 
courts. 

Mr. Roppewta. Yes, I appreciate that, and that is the reason I say 
it would be a better situation than it is today. 

Mr. Witu1aMs. Any further questions? 

Thank you very much. 

Mr. Roppewie. Thank you very much, Mr. Chairman. 
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Mr. Wiu1aMs. I have some letters and correspondence for inclu- 
sion in the record at this point. 
(The documents referred to follow :) 


ORDER OF RAILWAY CONDUCTORS AND BRAKEMEN, 
Washington, D.C. February 3, 1960. 
Hon. OrEN Harris, 
Chairman, House Committee on Interstate and Foreign Commerce, New House 
Office Building, Washington, D.C. 


Deak CHAIRMAN: In March of 1958, Mr. R. O. Hughes, then president of the 
Order of Railway Conductors and Brakemen, issued a statement expressing his 
views as to some aspects of the railroad future of this country, and particularly 
“to sell and deliver transportation on the same terms as their competitors and 
with the same implements if necessary.” 

Since that time, Mr. J. A. Paddock has been elected as president of the order. 
Mr. Paddock concurs in the views expressed by Mr. Hughes and has asked me to 
incorporate into the record of these hearings Mr. Hughes’ statement which reads 
as follows: 








prop 
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“We who are an important part of the railroad busiaess have a vital interest 
in the present railroad crisis. That crisis results from the carriers’ inability to 
maintain their competitive position under the unfair regulation and taxation 
that have persisted over the years. The current business slump makes this 
serious situation acute. There are fewer men employed by the railroads today 
than there were half a century ago. 

“We must frankly face the unpleasant fact that the railroads have not been 
able to keep pace with the tremendous growth in the Nation’s total traffic since 
World War II. A basic reason for the plight of the carriers is their loss of 
business to other forms of transportation. Most of these competitors enjoy sub- 
sidies of one kind or another at various levels of government to which the rail- 
roads themselves must contribute. Yet the railroads are faced with special 
restrictions in any effort to use these same facilities. 

“Among the various changes in the law sought by railroad management is the 
elimination of these special restrictions so that a railroad company may make 
proper use of any of the new tools of transportation as a means of meeting compe- 
tition through better or cheaper service. 

“Railroad employees have been fearful of efforts by management to use these 
other facilities yet year after year we see the business leave the rails. It goes to 
the trucks and the airplanes and the barges operated by those who have no inter- 
est in railroads or in the welfare of railroad men. 

“J think the time has come when the railroads should be given the full right 
to use these other forms of transportation under conditions no more restrictive 
than those applied to others. Given the right to diversify they should be able to 
better compete by selling a more complete, more efficient service. While the 
railroads are certainly the backbone of our transportation system, we must con- 
cede that there is a proper place for the other carriers. Because of the inherent 
economy of railroads and the tremendous investment in them they wiil always 
maintain a commanding position. If the railroads are given the right to operate 
and sell a diversified service under single management, they may be able to get 
a larger share of the business. We're losing the business anyway. Diversifica- 
tion might help us get it back.” 

I shall appreciate it very much if you will arrange to make this letter a part 
of the record. 

Very truly yours, 
W. D. JOHNSON, 
Vice President, National Legislative Representative. 


SALT LAKE City, UTan, February 1, 1960. 
Hon. JoHN BELL WILLIAMS, 
House Office Building, 
Washington, D.C.: 


Our organization at our 95th annual convention, January 27, unanimously 
adopted the following resolution: ‘We request that railroads be granted freedom 
to engage in all forms of transportation, whenever requested by the shippers, 
and wherever it is to the best interest of the public and railroads, and after 
application and a certificate of public necessity is obtained, from the proper 
authorities. We further request that they be not denied such freedom merely 
because they are already engaged in transportation.” 

Would greatly appreciate your having this resolution setting forth our posi- 
tion included in the record of hearings on transport diversification. 


NATIONAL WooL GROWERS ASSOCIATION. 





NEW ORLEANS, LaA., February 2, 1960. 

Hon. Joun BELL WILLIAMS, 

Chairman, Subcommittee on Transportation and Aeronautics of the House Com- 
mittee on Interstate and Foreign Commerce, House Office Building, Wash- 
ington, D.C.: 

We are opposed to the relaxation of any restrictions on common ownership 
such as are proposed in H.R. 7962 and H.R. 9281. Respectfully request that our 
opposition be so noted and inserted in the record of the hearings. 

BAILEY T. DEBARDELEBEN, 
President, Coyle Lines, Inc. 
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AMERICAN FARM BUREAU FEDERATION, 
Washington, D.C., February 1, 1960. 
Re transportation diversification, H.R. 7960, 7961, 7962, by Rogers of Texas- 
H.R. 9279, 9280, 9281, by Bennett of Michigan. F 
Hon. JOHN BELL WILLIAMS, 
Chairman, Transportation and Aeronautics Subcommittee, House Committee on 
Interstate and Foreign Commerce, House Office Building, Washington, D.¢. 


DEAR CONGRESSMAN WILLIAMS: Farm Bureau policy relating to the question of 
transportation diversification, as approved by the official voting delegates of the 
member State farm bureaus at our last annual meeting, is as follows: 

“We believe that firms engaged in one mode of transportation should be per. 
mitted to offer service by other modes in cases where it can be demonstrated that 
such diversification will provide better service at lower cost.” 

It will be appreciated if you will include this letter in the hearing record on 
the above indicated bills. 

Very sincerely, 
MATT TrIGGs, 
Assistant Legislative Director. 


MANUFACTURING CHEMISTS’ ASSOCIATION, INC., 
Washington, D.C., January 27, 1960. 
Subject: H.R. 7960 to 7962, inclusive, and H.R. 9279 to 9281, inclusive, dealing 
with common ownership of different forms of ‘transportation. 
Hon. JOHN BELL WILLIAMS, 
Chairman, Subcommittee on Transportation and Aeronautics, Committee on 
Interstate and Foreign Commerce, House Office Building, Washington, D.0, 


DEAR Mr. CHAIRMAN: It is our understanding that H.R. 7960 to 7962, inclusive, 
and 9279 to 9281, inclusive, dealing with common ownership of different forms 
of transportation, have been assigned for public hearing beginning at 10 a.m. on 
February 2, 1960. We take the liberty of submitting the following for your sub- 
committee’s consideration and inclusion in the official record of testimony on 
these bills. 

The Manufacturing Chemists’ Association, Inc., is a nonprofit trade associa- 
tion of chemical manufacturers, organized in 1872, whose members represent 
over 90 percent of the productive capacity of the chemical industry within the 
United States. By a very conservative estimate, its members have more than 
1,000 plants located throughout the country, with representation in almost every 
State. They have a vital interest in all modes of transport, not only in conneec- 
tion with the assembly of raw materials used in their manufacturing processes, 
but also in the distribution of their manufactured products. They employ all 
forms of transportation facilities and, for this reason, have an important interest 
in the recommendations contained in the proposed legislation. 

With particular respect to the above bills, the public has increasingly relied 
upon more than one form of transportation for a single shipment. It is our 
studied opinion that, to provide the public with a complete transportation serv: 
ice, coordination of shipments among the different forms of transportation should 
be encouraged. We believe that one method of achieving this coordination is 
for one form of transportation to own or enter into special contracts with an- 
other form of transport. We also believe that such arrangements should be 
permitted, subject to appropriate regulation including the requirement that 
any such arrangements must not unduly restrain competition. 

We trust that these observations will be of help in developing your subcom- 
mittee’s subsequent findings. 

Sincerely, 


J. E. HULL. 
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PACIFIC AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D.C., February 2, 1960. 
Re H.R. 7962, H.R. 9281, legislation to remove restrictions as to persons who 
may engage in water carrier operations. 
Hon. OREN HarkIs, 


Chairman, House Committee on Interstate and Foreign Commerce, House of 
Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: The Pacific American Steamship Association, among 
whose membership are a number of companies engaged in domestic water trans- 
portation, takes this opportunity to strenuously object to H.R. 7962 and H.R. 
9281 as being legislation wholly inconsistent with long-established public policy 
as regards the separation of ownership among transportation media. 

At present rail lines are denied by law the privilege of engaging in water trans- 
portation over routes via Panama Canal (intercoastal trade), or elsewhere. The 
effect of this has been to keep the rail lines not only out of the intercoastal trade 
but out of ownership or control of coastwise, Great Lakes, and inland waterway 
transportation. The rationale which motivated Congress to make this sharp 
separation is no different today than it was when originally enacted in 1912 and 
1914. Concomitantly, the motives of railroad interests in seeking this legisla- 
tion now is no different than it has been in the past. We make this frank 
analysis on grounds of bitter experience and would call to the committee’s at- 
tention the recent dramatic examples of railroad rate reductions on routes paral- 
leling coastwise water service which leaves no doubt in our minds that the rail- 
roads’ policy is to decimate their water competition rather than to seek a share 
in the freight being offered. 

We are particularly disturbed about the repeal of section 5(16) of the Inter- 
state Commerce Act which is provided in these bills. Such repeal would permit 
rail carriers to acquire, or purchase, coastwise water carrier franchises without 
being required to prove public convenience and necessity. Furthermore, were 
they to seek a new certificate for water service, rail lines would be relieved 
of the burden of proving that their entry into the trade does not prevent a 
reduced competition by independent water carriers already franchised. In 
other words, repeal of paragraph 16, as well as the other sections, will ap- 
parently free the rail lines from all restraints and obligations should they 
seek to enter the realm of water transportation. At the same time, existing 
independent water carriers would retain the limitations and conditions on 
their current certificates. 

The congressional mandate in 1912 that rail lines stay out of intercoastal 
trade (Panama Canal Act), and subsequent amendment of 1914 adding the 
words “or elsewhere” in that act, clearly demonstrates congressional intent 
in this regard. Subsequent court decisions and Interstate Commerce Commission 
decisions have served to confirm and strengthen congressional policy. 

In summary, it is our firm and unswerving position that railroads should 
not be permitted to own or control water carriers on grounds that the effect 
of such ownership tends to exclude, prevent, and reduce legitimate, independent 
water carrier competition. Should the railroads be given these privileges, 
they could bring to bear their tremendous financial resources and set up water 
subsidiaries on a loss-leader basis. Few, if any, independent water carriers 
could survive in the face of such competition. Even without water-compelled 
rates, the rail lines—by reason of their traffic solicitation facilities—could direct 
traffic volume to their own water carriers and severely hamper continuance 
of independent service. In those instances where rail cut-rate competition had 
been successful in decimating their independent competitors, the temptation 
to abandon their own water service would be great. The consumer is entitled 
to protection from such an eventuality. 

It is entirely consistent with the American concept of monopoly control that 


the present law be retained as the wisest and best for the preservation of 
competition and the welfare of the users. 
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Domestic water transportation, with particular reference to coastwise trade 
is still an important segment of the American economy and, as new maritime 
innovations and investments come into the picture, this segment of transporta- 
tion will improve its position. These carriers have often made huge shoreside 
investments which would be threatened with extinction if this proposed legigjg. 
tion were adopted. 

Furthermore, the development of waterway projects for improved navigation 
along owr coastlines is based on cost-benefit ratios which have, as one of their 
criteria, the perpetuation of coastwise, deepwater traffic. It would be incop. 
sistent for this committee to create the kind of competition rail-owned water. 
lines envision in this legislation and expect taxpayer investments in waterway 
projects to pay off. 

We urge your committee to reject this radical departure from long-establisheq 
sound congressional policy. 

It is respectfully requested that this letter be made a part of the officig) 
record in these hearings. 

Very truly yours, 
J. MONROE SULLIVAN, Vice President. 


LETOURNEAU-WESTINGHOUSE Co., 
Peoria, Ill., February 1, 1960. 
Subject : H.R. 7960, H.R. 7961, H.R. 7962. 
Mr. Ep WILLIAMSON, 
Clerk, House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 

GENTLEMEN: My name is Clifford R. Shively and my business address is 2801 
North Adams Street, Peoria, Ill. I am traffic manager (Peoria plant) of 
LeTourneau-Westinghouse Co., which is a wholly owned subsidiary of the West- 
inghouse Air Brake Co. 

It is impractical for me to appear at this hearing, hence I offer by letter my 
support of the subject bills H.R. 7960, H.R. 7961, and H.R. 7962 which would 
relieve the Nation’s railroads of present restrictions. 

These bills would permit the railroads to offer the public a unified transpor- 
tation service permitting a more flexible and efficient operation. This is precisely 
what is needed. It would benefit the public. It would improve the railroads 
financial position. It would not injure anyone—in fact, it would force an im- 
proved service by truck, by barge, by air, or by any other competition who are 
still too slow in rendering their bills, too slow in paying their just claims and too 
deliberate in delaying movement until they have what they feel is a “pay” load. 
This forced improvement would enhance their position materially and instead 
of losing they too would gain. 

There is no longer any need for concern of monopoly by railroads. What is 
presently needed is an opportunity for either the railroads or the truckers or 
the airlines to engage in and offer, a complete transportation service. 

H.R. 7960, in effect, is the sound American principal of no discrimination. It 
offers equal treatment to all, and in my opinion should be approved. 

H.R. 7961 in like manner would remove a most unjust discrimination by air 
and should be approved. It could be reasonably argued that no railroad, nor 
any trucker, would attempt to engage in air transportation unless they could make 
some money by improving the service because through all of these things the 
only item they have for sale is service. 

H.R. 7962 is identical in its improvement by water to the two preceding bills. 
It should also be enacted. 

These three proposed bills as we see it are the best thing to happen in this 
Nation in a long time. Such legislation promotes free, fearless, and imaginative 
action. Mr. Rogers of Texas and all members of your committee are to be 
commended for your sound honest approach to such a problem. 

Sincerely, 


C. R. SHIVELY. 
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STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN MERCHANT MARINE 
INsTITUTE, INC., BEFORE THE SUBCOMMITTEE ON TRANSPORTATION AND AERONAU- 
gics, COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, House oF REPRE- 
SENTATIVES, ON H.R. 7962 anp H.R. 9281, Fesruary 2, 1960 


My name is Alvin Shapiro. I am vice president of the American Merchant 

Marine Institute, Inc., a trade association composed of U.S. streamship com- 
ies operating approximately 5,500,000 gross tons of U.S.-flag passenger, tank, 

dry cargo, and collier vessels in the domestic and foreign trades of the United 
States. This is almost two-thirds of the entire private American deep-sea 

eet. 
. We are grateful to you for the opportunity to submit our views on whether 
one mode of transportation should be permitted to operate in other transporta- 
ion fields. 
: The institute is opposed to the bills H.R. 7962 and H.R. 9281 which would 
remove certain restrictions relative to the granting of a certificate to a common 
carrier in one mode of transportation to engage in another type of transporta- 
tion. These bills would lift practically all of the existing restrictions against 
common ownership. Unlimited common ownership is not in the public interest. 
The only mode of transportation urging the idea of common ownership, to our 
knowledge, is the railroad. The approval of these bills would be destructive of 
the national transportation policy by providing a vehicle for the potential 
elimination of many valuable water services by other modes of carriage. 

Bills before your committee for consideration would remove the restrictions 
now imposed by Federal statutes upon the entry of American railroads into 
water, motor, and air transportation. Enactment thereof will destroy or re- 
move the longstanding provisions of law which were designed to prevent the 
stifling of competition. Congress in the past has recognized that permitting 
railroads to own water carriers might well endanger competition. 

Section 1 of H.R. 7962 and H.R. 9281 is intended to allow a carrier other than 
a water carrier, and this would be a railroad, to obtain a certificate as a water 
carrier without terms, conditions, or limitation restricting the traffic to be 
handled, the service to be performed, or the operations to be conducted. A 
certificate could also be obtained by a carrier controlled by such other carrier 
or affiliated therewith within the meaning of section 5(6) of the Interstate Com- 
merce Act. This paragraph provides that “affiliated” means “it is reasonable 
to believe that the affairs of any carrier of which control may be acquired by 
such person will be managed in the interest of such other carrier.” 

While this section would still prohibit railroads from owning or having any 
interest in a common carrier by water operated through the Panama Canal, it 
would not prevent them from entering any other area of water transportation. 

Under present law, railroads are proscribed from engaging in water trans- 
portation over routes via Panama Canal, or elsewhere. Section 2 of the bills, 
by deleting the key words “or elsewhere” from section 5(14) of the Interstate 
Commerce Act, limits the prohibition of that paragraph to carriers which do or 
may compete with water carriers for traffic through the Panama Canal. Section 
5(16) now permits the Commission to authorize the interest now proscribed in 
paragraph (14), except as regards the Panama Canal, but this would be 
eliminated by section 4 of the bill since it would no longer be necessary. 

Section 4 of the bills, by repealing section 5(16) of the act, would permit 
railroads to acquire, or purchase coastwise water carrier franchises without 
being required to prove public convenience and necessity. Should railroads 
seek a new certificate for water service, under this provision, they would be 
relieved of the burden of proving that their entry into the trade does not prevent 
reduced competition by already franchised water carriers. On the other hand, 
currently franchised water carriers would retain the limitations and conditions 
of their present certificates. 

It has been said that the existing system of economic regulation of railroads 
was designed for the purpose of restraining their practices of selective rate 
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cutting which in the past have been so effective in stifling competition by water 
carriers. H.R. 7962 and H.R. 9281, if enacted, would place in the hands of the 
railroads another weapon for the destr uction of water carrier competition. We 
hope, therefore, in all equity they will be rejected by your subcommittee. 

Mr. Roppewie. Mr. Chairman, I understand there are statements 
by two of the railroad brotherhoods that have been submitted to 
Chairman Harris in support of the legislation, and we would like 
to have them incorporated in the record. 

Mr. Wiiui1ams. Do you have copies of them or are they included? 
We have one. The other one we do not have, but we will be glad 
to receive it for the record. 

For the information of those who are interested in this legislation, 
this concludes this series of hearings on this legislation. 

Next week is Lincoln’s Birthday week, so we have decided that 
the committee will not meet next week on these bills. 

Following that we have a series of hearings scheduled to begin on 
March 1, and the committee has an extremely heavy backlog of: work, 
so it is anticipated that it will be quite some time before we will be 
able to resume these hearings and hear the opponents to this legis. 
lation. 

So at this time, the Chair will have to leave the situation as it 
stands at the moment, subject to an announcement at a later date 
about the continuation of these hearings. 

The committee will stand adjourned. 

(Whereupon, at 11:45 a.m., the hearing was adjourned sine die.) 
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TUESDAY, APRIL 12, 1960 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to call, in room 1301, 
House Office Building, Hon. John Bell Williams (chairman of the 
subcommittee) presiding. 

Mr. Witu1AMs. The subcommittee will come to order, please. 

This morning the Subcommittee on Transportation and Aeronau- 
tics continues its hearings on sundry bills providing for the removal 
of the restrictions in the Commerce Act against the diversification 
of transportation ownership. 

Our first witness is Mr. Welby M. Frantz, executive vice president, 
Eastern Express, Inc. 

You may proceed, Mr. Frantz. 


STATEMENT OF WELBY M. FRANTZ, VICE PRESIDENT, EASTERN 
EXPRESS, INC., TERRE HAUTE, IND., PRESIDENT, AMERICAN 
TRUCKING ASSOCIATIONS, INC. 


Mr. Frantz. My name is Welby M. Frantz. I am executive vice 
president of Eastern Express, Inc. of ‘Terre Haute, Ind., a motor com- 
mon carrier serving many points in the Midwest and East. 

I am appearing here today as president of American Trucking As- 
sociations, Inc., a national federation of 50 State associations which 
represent all types of motortruck ownership and operation. 

I should like, if the committee please, to file with you in a day or two 
a rather comprehensive statement of the trucking industry’s position 
on the several proposals for common ownership in transportation, and, 
specifically, H.R. 7960 and H.R. 9280. I propose to discuss only 
limited portions of this extensive presentation in the interest of the 
committee’s time. 

With your permission, I should like to indicate here, at the out- 
set, the nature of testimony other trucking witnesses will offer. Other 
than the remarks of counsel on the legal aspects of these proposals, 
our industry witnesses will describe the effect of these measures on 
their own operations and those of shippers in their territory. 

The trucking industry’s position can be quickly stated. 

We are opposed to further invasion of motor transport by the rail- 
roads, whether such adventure be described as common ownership, 
department store transportaton, one-package transportation, diver- 
sification, or any other application of semantics. 
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We believe such invasion to be seriously harmful to the public jp- 
terest, and destructive of the trucking industry, whose thousands of 
small businessmen and their employees are deeply concerned. 

We find no demand for such invasion except that emanating from 
or inspired by the railroads. Despite the expenditure of vast sums of 
money in direct mail, display advertising, and all of the devices of 
publicity and promotion carried on by the railroad intensively in the 
past several years, there is little or no interest in this proposal out- 
side of their own ranks. 

The appeal to the Congress to permit common ownership, like al] 
recent railroad appeals for legislative assistance, is predicated on the 
railroad plea that their industry is in dire straits and headed for dis- 
aster. This statement we challenge. 

A corollary statement, aruitty advanced by the railroads, is that 
our rail transportation is the backbone of the country and must be pre- 
served, in their opinion, at all costs. This is a carryover from years 
ago when the statement was valid. 

The development of new transportation modes and techniques has 
changed the status of the railroads. Trucks, pipelines, and modern 
waterway transport importantly share the burden of transporting 
freight while automobiles, airplanes, and motorbuses now actually 
dominate the intercity movement of passengers and railroads in this 
field have been relegated to a minor position. 

Much the same thing has happened in freight movement. Earlier 
this year the Association of American Railroads filed with a study 
group created by a U.S. Senate resolution the following statement 
which contradicts sharply the “backbone” thesis of railroad eminence, 
The statement says: 

Historic rail boxcar service simply cannot fill the demand for a large segment 
of the transportation requirements. It is too slow, requires too much physical 
handling of the lading, too much variable handling of the car, as in switching, 
and requires spur tracks to industry. Problems of production, distribution, 
warehousing, and sales all have been geared to the flexibility of the motor 
carrier *°* 5, 

The trucking industry, like many others, is increasingly disturbed at 
the railroad importuning of the Congress for relief of all kinds in the 
face of growing recognition that railroad management has failed to 
take essential house-cleaning steps to improve its position. 

A detailed discussion of these internal remedial steps will be found 
in the basic presentation we are filing, but shortly I would like to 
offer a few of them for committee consideration. 

Most important of all, in this situation, is the fact that the rail- 
roads seem purposefully to be creating confusion between coordina- 
tion in transportation, which is highly desirable, and common owner- 
ship which has serious fundamental defects. The trucking industry 
is in complete agreement with what it believes to be the thinking 
of most, if not all, Members of the Congress as to the advantages of 
greatly intensified coordination between the Nation’s transport 
systems. 

Our position is that such coordination can best be achieved by vol- 
untary cooperation between independent modes, which will have the 
additional advantage of simultaneously maintaining that active inde- 
pendent competition which has resulted in so much progress in 
transportation. 
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That is our basic position, briefly stated. I should like to 
amplify some of these points. D- ’ 

We believe the public has a deep and continuing interest in the 
maintenance of sound competition in transportation. Historically, 
regulation was first imposed in this field in order to prevent the can- 
nibalistie practices which were destroying the railroads. Later regu- 
lation was imposed to bring order of the chaos in motor transport 
to assure to the public the benefit of dependable and efficient truck 
transportation. ; , Ma 

We know of no legislator, economist, or public affairs expert who 
does not agree that the present high level of development of highway 
freight hauling could never have been achieved had the railroads 
dominated the trucking industry through its formative years. Nor 
domany disagree with the thesis that the maximum potential of motor 
transport’s service to the Nation has not yet been achieved because 
of the persistent drive of the railroads to retard its progress. 

Selective rate cutting, massive derogatory propaganda, and a con- 
stant and intensive pressure to restrict size and weight limits, regard- 
Jess of engineering justification, are among the many roadblocks 
erected by the rails to check trucking industry growth and improve- 
ment. 

It is our firm conviction that widespread entry of railroads into 
highway transport, or any other competitive transportation mode, 
whatever the stated motive for entry, cannot help but be a seriously 
disturbing factor. We find it difficult to understand the railroads’ 
desire for entry. 

If achieved, and if they so conduct their operations as not to impair 
seriously or to destroy the independent industry, then there inevitably 
must be further attrition of traffic now handled on their rails. The 
measure of the rail-handled loss will be the amount of freight they 
handle by truck. Unless they intend to wipe out existing independent 
motor carriers, this will largely be new highway freight, and the 
principal place they can get it 1s from existing rail traffic. 

Of course, if they intend to so contrive their rate structure as to 
take all or most of their volume from existing motor carriers, then 
they cannot maintain that a prime purpose of entry is not that of 
~ out independent competition. 

Now if they maintain that their purpose is to increase rail move- 
ment through coordination by means od sadly plans as piggybacking, 
containerization, and the like, the answer is that they are doing this 
now, without entry. Moreover, as I shall explain, they can add 
enormously to rail participation in the traffic now handled all-high- 
way by independent motor carriers under the present law, and by a 
simple management decision to coordinate with our industry. 

Nor can we discover any sound profit motive. Here is why. If the 
railroads in 1958 had handled all of the traffic handled by all the class 
I and II motor carriers of property and handled it just as efficiently, 
both of which propositions are doubtful on sight, they would have 
increased their net income before taxes by $134,878,690, distributed 
among all the 110 or so class I railroads, or an average of more than 
$1 million apiece, before taxes. 

Compared with the relief which could be found if railroads solved 
their passenger loss problem, such supposititious relief through com- 











184 


TRANSPORTATION DIVERSIFICATION 


mon ownership is not consequential. The passenger deficit the same 
year was $610,424,436, or nearly five times the theoretical profit the 
‘ails could make if they had all the trucking business and operated 
it as efficiently as the independents. 

We have arrived at the conclusion that the main objective of raj] 
entry is to checkmate the development of truck service in the hope of 
driving business back to their railroads. They have a net investment 
of upward of $27 billion in plant and equipment, and unless human 
nature has reversed its tendencies this is and will be the hard core of 
their interest—dictating the operation of motor carrier service if they 
are allowed entry, and we cannot believe this is in the public interesj, 

Moreover, we suggest that a developing industry, largely composed 
of small businessmen but employing in the aggregate more than twice 
the total employed by all railroads, and with the huge automotive 
petroleum, rubber, and other industries heavily dependent upon it for 
prosperity, such an industry as ours also is vested heavily with pub- 
lic interest in its preservation. 

Now with reference to the widespread demand for such legislation 
we say flatly that there is no such demand and without question no 
spontaneous demand. The insistence comes from the railroads or from 
a few sources heavily stimulated by the railroads. 

It is noteworthy that even those who have been beguiled by railroad 
arguments about the purported values of common ownership, or sym- 
pathetically affected by their story of imminent disaster if this is not 
achieved, still proceed very cautiously and with sharply hedged and 
greatly limited endorsement where there is any approval] at all. 

Although the farmer has been subjected to a barrage of argument, 
including the indication that common ownership will enable the rails 
to handle presently unprofitable industrial traffic with subsequent rate 
relief on the movement of agricultural products, such limited interest 
as they have been able to pump up has been cautious and circum- 
scribed. 

One such expression of approval conditions it only in those cases 
where diversification “will provide better service at lower cost.” The 
only other one we have heard of begins with a firm and unequivocal 
opposition to unrestricted control, ownership, or operation which it 
further says “may lead to monopoly, which will not further the best 
interests of agriculture nor the public generally.” 

No farm organization has gone on record as supporting the sweep- 
ing entry such as will grow out of these bills can you, nor do I 
believe they will ever do so. 

The Department of Commerce engaged in two successive studies 
of transportation under the prod of railroad insistence that rails were 
approaching insolvency. We in our industry have never felt, nor do 
we now feel, that the Department of Commerce is antagonistic to the 
railroads. Nevertheless, the Commerce Secretary’s Office has warned 
against the kind of broad permission for common ownership con- 
tained in these measures. 

You may recall the testimony from that Department offered here 
which expressed the following conviction : 


The Department believes that legislation governing common ownership should 
contain fairly specific requirements and standards to guide the Interstate Com- 
merce Commission. 
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We feel that the two bills in question have no such safeguards and 
agree with the Department of Commerce analysis in that respect. 
Although the proposals, at first glance, may appear only to give the 
Commission more discretion in allowing railroads to perform un- 
restricted truck service, every realist knows that in practice, if en- 
acted, the barriers would fall almost at once, and all over. 

For one thing, the ICC would take for granted a disposition of the 
Congress to permit and encourage rail entry. Why not? That is 
the intent of the bills. Chairman Winchell, of the ICC, made this 
erystal clear when he testified : 

* * * the very fact that the Congress enacts this legislation, if they do, seems 
to me would indicate to the Commission that they feel that the Commission 


should give more favorable consideration to the ownership of one type of trans- 
portation by another type of transportation. 


The quotation is from the transcript of this current hearing, at page 
50. We believe Mr. Winchell is expressing a realistic and accurate 
observation. 

The second contribution of these measures would immediately ex- 
tend the through operations of existing restricted rail-owned truck- 
lines without the test of public convenience and necessity. This would 
indeed, and by itself, constitute a formidable entry of startling dimen- 
sions on a rubberstamp basis. It is the reverse of the safeguards which 
even those sympathetic with the philosophy of such common owner- 
ship believe should be inherent in the privilege. 

In effect, these are sweeping grants of authority in practice, if not 
inappearance. Affirmation of this is found in the rail testimony sup- 
porting the measures. I call your attention to the omission in their 
appearances of any definitive plans for conducting motor carrier serv- 
ice, if permitted. There is a wealth of generalization and many as- 
sertions are made, but no concrete specifications. 

If authorized, do the railroads propose to seek authority exclusively 
along their own lines, or do they intend to operate motor carrier service 
everywhere and anywhere? Will the eastern roads operate motor 
carrier service out of Chicago, for example, and into territory served 
by western and southern railroads? 

If not, why not? If, as they say, they can improve their present 
rail service with motor carrier subsidiaries along their own lines, 
why impair their total service by turning over motor carrier freight 
to another railroad simply because it is the end of their own rail 
lines? Why not go to the ultimate destination by their reputedly su- 
perior motor carrier service? Have they told you how they will 
handle this situation? If so, I do not find it in the record. 

Or do they have a so-called gentlemen’s agreement on a territorial 
basis which will confine motor carrier operation by one railroad to 
routes paralleling its own trackage, despite the shipper’s presumed 
interest in through service? If so, what would the Department of 
Justice have to say about such an agreement ? 

This is a blank check they are seeking and without establishing 
credit. They have not told you specifically how they hope to improve 
present motor carrier service. They have not told you how they 
propose to offer more efficient and economical highway transportation. 
They have not specified their rate policy. 
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They ask you to assume that their experience in presiding over what 
they allege is a financially failing railroad operation provides the 
credentials for an assumption that they can perform a better manage. 
ment job than the independent men who have brought truck trans. 
port to its present high level of economy and efficiency. It seems to ys 
in the absence of other evidence, to be a dubious exercise in logic. 

Earlier I made the point that this industry challenges the rail. 
road thesis, insistently repeated, and I regret to say widely believed b 
many, that they are on the brink of disaster. We particularly object 
to their contention that it is competition and overregulation which are 
destroying them. Wedo not find it squaring with the facts. 

We are convinced that it is inaccurate to say that railroads ag q 
whole are in trouble. There are strong roads and weak roads. There 
have always been strong and weak roads. Anything like a complete 
discussion of this story of railroad trouble would take hours. 

It involves such items as rates of return on freight investment and 
total investment, dividends, basic financial structure and financing 
practices, changing shipper demands overall and geographically and 
many other complex facts and comparisons. We have treated this 
subject, as we see it, at substantial length in the basic material which 
we have asked to have filed with the subcommittee, so I shall not 
attempt to detail it here. 

One of the basic reasons for the trucking industry’s objection to 
the attempts of the railroads to secure sweeping legislative enactments 
on the basis of their reputed ill health is that the medicine which they 
seek to have you prescribe involves the same therapy for the very 
healthy and those who are reported ill. The healthy need no miracle 
drugs and those whose health is impaired are more in need of disci- 
plinary exercise and bodybuilding than of external medication. 

Most of the railroads whose financial condition is the subject of con- 
cern are those with large passenger deficits. This is admittedly a 
problem and the Congress has given and is giving it attention, and so 
are the communities involved. 

It would seem clear that the railroads, which now want to engage in 
still another type of transportation, are already in trouble in one of 
the two types of service they now perform—passenger train service. 
It seems clear that their return on freight hauling where they compete 
with the trucking industry is presently sufficient in most cases to make 
that operation conventionally profitable, or even more so. We have 
analyzed this whole picture in our filed presentation as noted. 

Since our railroad friends are inclined to place the blame for such 
reputed problems almost entirely on competition itself, or the regula- 
tion which embraces both their industry and competitors, I believe a 
brief check of the record is important. 

Some, and indeed many, railroads were in serious trouble long be- 
fort the rise of motor competition, passengers or freight. 

At bottom is the fact that many of them were conceived as stock- 
jobbing projects and not sound engineering enterprises. Witness the 
duplicating facilities between key cities established not for economic 
reasons of transportation, but, rather, to line the pockets of pro- 
moters. Some railroads have never fully recovered from their birth 
out of economic wedlock. While the source of some of this basic 
trouble, notably the squeezing of watered stock out of their struc- 
tures, has been eliminated, certain others persist. 
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Look at the record of receiverships and trusteeships. The horse- 
Jess carriage was about to be born in 1894. In that depression year, 
40,819 miles of railroad were in the hands of receivers. That was 
92.8 percent of total rail mileage. 

By 1905, just prior to the passage of the Hepburn Act and the 
beginning of effective regulation of the railroads, this mileage had 
been whittled down to 796, but by 1916, a year close to the end of the 
so-called restrictive period of railroad regulation, but still prior to 
the rise of any significant amount of motor transportation, it had risen 
to 37,353 miles, or 14.7 percent of total mileage. 

By 1928 this figure had fallen to 5,256 miles, but the depression 
of the 1930’s drove it to a peak lever of 41,698 miles operated by re- 
ceivers or trustees in 1933, and an all-time high of 77,013 miles, or 
32.8 percent, in 1939. 

What about the current period, when they are sick unto death? In 
1958 the mileage so operated was 1,040, or less than 0.5 percent of the 
total, and this included the Florida East Coast, with 566 miles, now 
in process of being released from receivership. 

The record of receiverships and trusteeships compiled in the days 
before there was motor competition is replete with familiar names, 
such as Santa Fe, B. & O., Boston & Maine, Minneapolis & St. Louis, 
the Katy, Northern Pacific, Pere Marquette, the Frisco, Texas & 
Pacific, Wabash, and many others. In those days, long before we 
arrived on the scene, many of them could really claim to be in trouble, 

I mention these facts because the railroad demand for common own- 
ership appears to be based on their claim that they are in trouble and 
must spread out to prevent going to the wall. We challenge that 
statement. We insist that their major competitive problem is passen- 
ger and not freight traflic, and they have not solved serious internal 
problems. 

We resist as forcefully as we can their constant efforts to wreck 
competitive freight transportation service through selective rate- 
cutting or this current drive to enter the business in order to cure a 
largely nonexistent competitive See in freight hauling. 

They have no more special problems of competition than we have or 
any other industry fighting for business in the American pattern. 
True, they are regulated, but so are we, and the airlines and others. 

The railroads base their drive for all-motor, all-water, and all-air 
rights on the proposition that the granting of such rights will mean 
the difference between success and failure. What they actually are 
seeking is protection from economic change at the expense of other 
forms of transportation and the welfare of the country as a whole. 

Their desire to expand into other fields generally will mean less 
emphasis on the use of railroad plant, despite statements about the 
advantages of “integration” of rail with other facilities. The rail- 
roads appear in this respect to assume that their future lies in provid- 
ing less rail service and more service of other types. 

At the same time the railroads have shown their confidence in the 
basic rail structure by the large capital outlays they have made on it. 

he primary responsibility of rail management to stockholders and 
creditors is tied up with this structure. Present intensified efforts to 
recapture traffic from motor and water carriers are in line with this 
prime interest in railroad plant. 
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Moreover, if history repeats itself, and present hostile attitudes per- 
sist, the real interest of at least some railroads in engaging in other 
forms of transportation may well be to burrow from within and 
undermine what are now independent branches of transportation, 

The unhappy result would be, as we consistently point out, the ulti- 
mate restoration of railroad plant to something approaching its for. 
mer unique place in transportation in this country. 

We feel that public policy and legislation of the kind here proposed 
cannot rest on such uncertain, divided motives. I have pointed out 
earlier the complete failure of railroads to specify their intentions 
factually in connection with motor carrier operation, if permitted, 
This lapse is not one to be regarded lightly. 

At the outset I referred to our concern at the railroad disposition 
to seek legislative relief, and particularly relief at the expense of 
other forms of transport, while at the same time they have neglected 
the self-help which awaits management decisions. 

This is not an attack on railroad management as a whole. Stv- 
dents of transportation history are aware of the very basic nature 
of some of the problems which have confronted railroad management, 
Yet any appraisal by those with experience in the field continues to 
reflect concern about the railroads’ failure to cure certain problems 
which in other lines of business activity would be attacked with vigor 
and success. 

The difficulties which some railroads are experiencing today are 
the result, in part, of the way in which the railroad plant was de- 
veloped, with its duplicative mileages, strongly entrenched positions 
of individual railroads in various terminal areas, and the traditional 
individualism of railroad managements. 

As the Commission said in an extensive probing into the railroad 
problem in its annual report for 1938— 
many railroad lines in the past were improvidently planned and projected and 
some of them should never have been built. 

The Commission added that the existence of many large systems 
and still more numerous smaller carriers, with the competition that 
results, “is generally recognized” to be “productive of a great amount 
of duplication and other forms of waste.” 

In its annual report for 1939, the Commission used even stronger 
language in its reference to: 
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“* * * the problem of the great waste in railroad operation which is now 
conceded to exist and which grow out of the fact that there are such a throng 
of separate and independent companies which duplicate and multiply services 
beyond any public need, and indeed to public disadvantage, and which find it 
impossible to cooperate adequately in the accomplishment of various common 
ends. 


In an earlier report for 1931, the Commission referred to “new con- 
ditions which will compel changes in methods of operation, manner 
of service, and price policies.” It pointed out the similarity to the 
situation— 


which frequently confronts private, competitive industries, and they have be 
come accustomed to such readjustments by force of necessity. 

While recognizing a difference between railroads and other industries, 
the Commission expected the railroads to rise to the needs of the 
situation. 





Ir 


agem 
time 
nanct 
signi 
Mr. | 

He 


We 
lems— 
and ¢ 


One r 
from 
certai 
of scl 
One 
would 
intere 
ticula 
One 
ing tk 
it is 1 
maint 
Co 
that 
on ce 


Ho 
be ad 
only | 
fishne 
of ow 
with 
selves 








TRANSPORTATION DIVERSIFICATION 189 


I referred above to “the traditional individualism of railroad man- 
agements.” A very frank statement on this subject was made a short 
time ago by Mr. J. P. Hiltz, vice president, operations and mainte- 
nance, of the Delaware & Hudson Railroad. This statement is so 
significant that I feel the subcommittee will be interested in what 
Mr. Hiltz had in mind. 

He said: 

We have yet to accomplish a unified approach to many of our common prob- 
lems— 
and gave a number of illustrations of this point. 


One railroad solicits all types of perishable freight and insists it makes money 
from handling it. Its connecting line does everything possible to discourage 
certain types of perishable commodities and will not join in the establishment 
of schedules which could bring this business to the service route * * *. 

One railroad feels that certain interline passenger service is profitable and 
would like to improve service and schedules. The connecting line is no longer 
interested in passenger service and despite the high train earnings of a par- 
ticular run will not join in a program of improvement. 

One railroad likes piggyback—the next one does not. One believes in furnish- 
ing the shipper special equipment in order to retain his business—the other says 
it is not an economical proposition. One swears by the cycle method of track 
maintenance—his neighbor deplores its use. And so on, far into the night. 

Conceding that “a certain amount of disagreement is desirable,” and 
that conditions peculiar to certain railroads cause “different outlooks 
on certain matters,” the D. & H. official said: 

However, I contend that none of these reasons, nor many others which could 
be advanced, can account for the lack of unity in the railroad industry. It can 
only be accounted for, in my opinion, by shortsightedness, stubbornness, and sel- 
fishness. It can only lead, and again in my opinion, to the eventual destruction 
of our industry * * * I feel that the real reason we don’t effectively compete 
with the trucks is because we don’t know how to compete, except among our- 
selves. 

The point was illustrated by the recent adoption of “considerably 
improved schedules” by one railroad “in a certain section of the coun- 
try” to get ahead of its railroad competitors. 

All of these roads have been forced to establish expensive, high-speed service, 
none of which can meet the truck schedule and all of which can only be depend- 
able if all the breaks are with it. I think it is about time that we admit that 


we cannot compete with truck speeds on either a short or long haul basis and 
still retain our economic advantage. This is not defeatism—it is realism. 


These comments will be found in Railway Age, a railroad trade 
paper, in the issue of December 15, 1958, on page 41. 

This operating executive of a railroad took some vigorous excep- 
tions to ICC regulation and his talk was by no means one of praise for 
our industry, but it was the references to the internal practices of the 
railroads which illustrate the contention I am making here. 

This committee might also wish to give serious consideration to the 
remarks of Mr. A. J. Greenough, president of the Pennsylvania Rail- 
road, as reported in Traffic World, issue of March 26, page 199. Here 
are some excerpts from this topflight rail executive’s comments of only 
a few weeks ago: 


“* * * our industry must face up to the simple fact that there are just too 
many railroads in the country today for their own good, and for the public’s 
good, and the mergers and the consequent elimination of duplicate facilities 
and wasteful competition within the industry are the only solution.” The in- 
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dustry, he declared, had been defending the indefensible cost to shippers of the 
duplication, “implicitly at least,” by inaction. 

“Aside from economies to be obtained through consolidation of certain man- 
agement functions, such mergers would undoubtedly serve to alleviate the 
present conspicuous disagreement and growing trend toward sectional] Self. 
interest in our industry, which is now resulting in a divided house on so many 
important issues * * * coordination between separate (railroad) companies 
* * * are not the answer * * * we must stop thinking about preserving the 
past—or even the present,” and make the industry “a driving force in oy 
economy.” 
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I do not believe any testimony from a trucking industry witness 
on his own authority could possibly establish the story of what ig 
really the railroad problem nearly so well as these comments from 
important railroad executives. It supports most emphatically our 
contention that the railroads must turn inward rather than to Con- 
gress—must help themselves in a fashion completely familiar to jn- 
dustrial management in our system of economics. 

My final point is this: There is understandable confusion about co- 
ordination in transportation. Almost everyone concedes coordination 
is desirable, but the subject has been deliberately confused. It is 
not necessary to have common ownership as a prior condition to true 
coordination. All forms of transport can work together to the bene- 
fit of the shipper, consignee, and the general public, and they can do 
it under present law and policy. 

All that is required is to have management devise and publish joint 
rate and service agreements between the modes. Under this conven- 
tional procedure, rail-ship, rail-air, and rail-truck and other inter- 
mode service can be coordinated. It is entirely possible and logical 
for the sales force of any one of these independent agencies to solicit 
traffic which will travel partly by his mode and partly by another 
type of transportation. 

Only a few railroads and trucklines presently engage in such ar- 
rangements. The reluctance to so cooperate has been on the side 
of the railroads. American Trucking Associations has had a policy 
resolution favoring such cooperation in its records for many years. 

Presently such arrangements between truck and airlines are on the 
increase. There is no great mometum behind such coordination at 
this time between the railroads and trucks because the railroads hope 
to enter into ownership of trucklines, which they naturally prefer. 

This matter of voluntary and safeguarded coordination achieved 
through joint rate and service arrangements is of major importance 
to carriers and shippers alike. For one thing, it meets whatever dis- 
position there may be on your part to bring about a more unified 
transport system. Even more important, such unity under this plan 
is achieved without serious threat to independent operation of the 

rarious modes and hence assures continuation of brisk and healthy 
competition. 

Proposals which threaten to weaken or destroy the independent 
industry and which are predicated on the assumption that the rail- 
roads’ claim to be the backbone of transportation in this country 1s 
true are actually based on a false premise. The railroads no longer 
are the backbone of transportation, as they once were, They are now 
only one of the pillars which support the economic edifice. 

You do not need any statistics to establish this fact—only 7 
Answer just one question and you have established the facts. ‘The 
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question is this: If the railroads are sick, if their share of the total 
traffic load has fallen from more than 80 percent of the burden to less 
than 50 percent, if their road mileage reached its peak in 1916 and 
total trackage in 1930, then how is 1t possible that this country has 
expanded so enormously, with both agricultural and industrial pro- 
duction achieving higher and higher levels? 

The obvious and the correct answer is that other forms of trans- 
ort—truck, waterway, pipeline, and in passenger transport the auto- 
mobile, bus, and airplane—have all made major contributions. There 
js no other answer. ‘Trucks alone haul 3 out of 4 tons moving in 
commerce today, as well as a big slice of ton-mile performance. _ 

These forms of transport must not be penalized, nor their service 
potential destroyed, and especially on any theory that railroads must 
have special treatment because they are the major transport facility 
of the Nation. They are not. The traffic load is shared by many 
and railroads are just one mode among several. 

Your consideration of these proposals is especially important for 
one particular reason, and it is this: me 

Consistent reaffirmation by the Congress of its long-held opposition 
to common ownership might well be decisive in stimulating railroad 
management into engaging in true coordination of transportation 
with all of the advantages and none of the perils of common owner- 





ship. 

Por the good of the country and of all types of carriers, this is an 
eventuality which cannot come too soon. 

Mr. Moutper. Mr. Jarman ? 

Mr. Jarman. If Congress sees fit to pass the legislative proposals 
that are before it, Mr. Frantz, what would you visualize as the prac- 
tical result as it will affect the transportation services of the country ? 

Mr. Frantz. If the Congress passes the present bills under consid- 
eration? The practical result would be ultimately an effective monop- 
oly in the hands of financial powers. I feel quite certain that 
the railroads would no doubt eliminate from competition the 
smaller—that is, financially smaller—competition in probably all 
fields of transportation. 

Mr. Jarman. Would the decisions by commissions not be reached 
on aconvencience and necessity basis ? 

Mr. Frantz. I think probably at least my interpretation to the 
reaction of that would probably be the same as that registered by 
Chairman Winchell before this subcommittee when he said that they 
would consider that the bills would in effect be somewhat of an in- 
struction to alter their interpretation, as such, to encourage and de- 
velop rail entry into the other fields of transportation, both truck, 
water, and air. 

Mr. Jarman. You interpret that as indicating that. the criteria of 
convenience and necessity might not be held of paramount con- 
sideration ? 

Mr. Frantz. I am afraid that would be my interpretation of what 
the ultimate result would be. It might not be effective with the first 
application or two before it, but I think the development would 
naturally lend itself to such a direction. 

Mr. Jarman. On page 5 of your statement, in the first part of 
your sentence beginning in the third paragraph, you say “Compared 
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with the relief which could be found if the railroads solved their 
passenger loss problem.” 

This subcommittee has been hearing recently, in hearings last week 
of the major financial problems that a good many railroads, par. 
ticularly in the eastern part of the country, are facing. We had 
testimony from one president of a line with commuter service in the 
East that in his opinion there is no solution to the commuter problem 
in terms of making it financially a profitable operation. 

What, in your opinion, can be done by the railroads to solve this 
problem of passenger loss, to the end that the service be profitable? 

Mr. Frantz. First, I would have to qualify the fact that I am no 
expert in the movement of passengers te any means, and I do not 
know that I know all of the problems, certainly, internally, as far as 
the railroads are concerned, other than that the record indicates that 
their great losses are stemming from their passenger service rather 
than from their freight service, which does not. convince me, with the 
kind of logic I apply, that their entry into the trucking business would 
solve their loss problems. 

I think the solution to that has to come from same other area other 
than entry into the trucking business. Not being a passenger transpor- 
tation expert in that field, I do not feel that I am qualified at this 
moment, at least without further study, to give any advice or sugges- 
tions on what they should do with their commuter services to make 
them profitable. I do not know all of the problems involved, other 
than the net result that there is where their losses stem from. Getting 
into the trucking business will not stop the losses of commuter or 
passenger business. 

Mr. Jarman. Let me ask this hypothetical question: If you were 
running one of these railroads that is fighting a tough, economic prob- 
lem, as the railroads that have this economically losing commuter serv- 
ice, would you not be petitioning the Congress for the kind of author- 
ity that is granted under bills that are now before this subcommittee! 

Mr. Frantz. Well, of course, that sort of hypothetical question de- 
pends on the philosophy of the individuals involved. There are a lot 
of trucking companies that are not making money, too. But they are 
not coming before the Congress to ask for some relief to be granted 
to allow them other activities that would, either as a figment of their 
imagination or otherwise, might have an indication to solve their 
financial problems. 

Those things happen in all industries. I do not think it is a good 
philosophy. It seems to me to be a socialistic approach for any indus- 
try to go to the Congress of the United States when it is in trouble and 
ask for aid to bring them out of a financial plight. 

Mr. Jarman. Has there been no effort by some trucking companies 
with financial problems to explore possibilities of expanded authority! 

Mr. Frantz. There have been on some occasions. But then, of 
course, the problem therein lies usually when they are in trouble finan- 
cially they do not have the financial necessities to purchase or to ex- 
pand their operations. Their prime objective then, from a cost con- 
trol standpoint, or improvement of service, or improvement of other 
facets of their operation, is to put it on a profitable basis, before they 
can entertain any such ideas of expansion. 

Mr. Jarman. I have just one more question on which I would like 
to have your comment. 
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On page 10 of your statement, you made reference to the fact that 
one of the basic reasons for the trucking industry’s objection to the 
attempt of the railroads to secure sweeping legislative enactments on 
the basis of their reputed ill health is that the medicine which they 
seek to have the Congress prescribe involves the same therapy for the 
very healthy and those who are ill. Nae. 

Do you think it is possible for the Congress to pass legislation, or 
have you any suggestions along that line, that will distinguish be- 
tween those railroads that are operating without financial difficulty 
and those in real trouble and in need of all the help that can be given? 

Mr. Frantz. In the first place, I want to be sure that we understand 
we are not asking the Congress to take any action that will do any- 
thing, particularly, other than to leave well enough alone, so to speak, 
under the present laws and regulations. 

There is plenty of room for improvement of activities to put them 
on a healthy basis. Their entry into the trucking industry would 
not at all improve their financial situation, or at least so meagerly 
that it would be of little or no benefit to whatever their problem 
might be. 

The other avenues that are available to them are the things that I 
think should be taken into consideration. First, as is always the 
case where a company or an industry gets into trouble, is to review 
its policies and procedures to try to eliminate costs, to trim down, or 
to improve their service and sales in order to build up their business 
on a purely and truly fair competitive basis in order to get their 
volume up to where it would be profitable on the basis of their 
current cost picture. 

There are only two ways to go about it. One is to build up the 
volume to handle the costs, or trim down the eosts to fit the present 
volume. If there are practices and poeoeeea that are costly to 
them, it seems that that would be the logical management approach, 
to make a complete and thorough analysis of the situation and find 
out where the wastes are. 

There are many roads that are making money, many railroads 
that are making money, and there are a lot of trucklines that are 
making money. But there are some who are not. Those who are not 
ultimately will fall by the wayside, unless they find ways and means 
to make a thorough analysis and unless management, using the pre- 
rogatives at its disposal, takes the action that is necessary to put 
them on a good, sound business basis. 

Mr. Jarman. I understand, then, from your testimony, that your 
position is that in the field of transportation we must have legislative 
prohibitions against any form of transportation having common own- 
ership with another form of transportation. 

Mr. Frantz. I think it is a healthy thing. I have not made a com- 
plete study of all the potential and all the possibilities involved, but 
in the face of the financial structures and the financial backing of 
those corporate entities that are in the field of transportation, whether 
it be rail, air, motor or whatever, or water, the might, of course, lies 
in favor of the railroads, because of the long history and the great 
investment in plant facilities and that sort of thing, and the equity 
is much heavier on their side. 

_ The trucking industry has been built to a great extent, throughout 
its history, on an independent basis. Only recently has it sought pub- 
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lic financing in order to develop further financial strength. It hag 
not yet developed to the point where it can compete in the financia] 
market against the powers that have developed on the railroad side 
in this sort of picture. 

Mr. Movutper. Mr. Springer. 

Mr. Sprtncer. Mr. Frantz, I think this is an excellent statement of 
your position and is very well done. 

Mr. Frantz. Thank you. 

Mr. Sprincer. In order that I might carry away from here some 
ideas in concrete form of what you have said, I have tried to make 
some notes reducing this to what I would call the irreducible. If Iam 
wrong in this, will you so state, and if there are any additional points, 
will you so state them ? 

I take it that your objection, speaking for American Trucking Asso- 
ciations, covers three points: You think that these bills, if enacted, 
would work, first, against the diversification of competition ; secondly, 
that it would put monopoly of railroads in the transport field, for al] 
practical purposes; and third, that through operations, and you 
have not said exactly how far you feel through operations means, 
whether that means also serving side cities along the way on which 
they have no railroads; through operations would give them trucking 
rights, trucking rights on through operations, paralleling their lines, 
without the necessity of showing that there is a public necessity. 

Mr. Frantz. On the last point I think maybe we should clarify that 
alittle. It is not for me to say, but they have not said what they intend 
to do with it, whether they intend to continue if such permission were 
allowed them by the Congress. 

They have not said whether they would intend to operate such 
motor carriage only parallel with their trackage, serving the same 
points, or whether they would intend to branch off into other areas, 
that is, in side areas, the smaller points where they do not now have 
service, or infringe into the territory of other railroads beyond their 
terminals. 

Mr. Sprincer. But the point is, I think, that you are saying em- 
phatically that they would have the through operations without any 
real necessity of proving, or without any burden of proof, that there 
was a public necessity demanded on the through operations. Am I 
right on that ? 

Mr. Frantz. Beyond their own lines. It would seem to me that— 
well, of course, this is naturally conjecture on what the Congress might 
ultimately do, if they would do anything with it. As provided in 
the bills, it would very possibly extend their services—by expansion 
of presently owned trucklines—on a very broad basis, and not neces- 
sarily restrict them in any way. 

The possibilities are there for the ICC to possibly go far beyond 
any intentions, even of the Congress, by the development of interpre- 
tations, becausce those things have been rather historical. The himi- 
tations many times, by administrative considerations, have gone ulti- 
mately beyond what was originally intended by the Congress in en- 
actment of legislation of various types. 

Mr. Sprinerr. Let me pin it down again. You are saying that you 
believe that the enactment of this legislation would give them through- 
operation rights without any real proof that there is a public neces- 
sity? 
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Mr. Frantz. No; I donot think I said quitethat. _ 

Mr. Sprrncer. Will you just repeat how you meant it? 

Mr. Frantz. It would be presumed that they still would be subject 
to some kind of consideration, at least, by the Interstate Commerce 
Commission. I would hope and pray, certainly, that the Congress 
would not give them a carte blanche open entry to do anything and 
everything they pleased without some kind of administrative control 
and procedure. 

Common ownership would be bad enough, so far as the trans- 

ortation in general were concerned, if it had such restrictions against 
it. But the only thing that would determine that would be whether 
or not the Congress would still make them subject to Interstate Com- 
merece Commission jurisdiction and under their present activity they 
are required to furnish some kind of proof or at least some indication 
of a need of service beyond such areas. 

Mr. Springer. I do not want to debate with you, but I want to read, 
if this is not what you meant. This is on page 8, paragraph 2: 

The second contribution of these measures would immediately extend the 
through operations of existing restricted rail-owned trucklines without the test 
of public convenience and necessity. 

Mr. Frantz. That assumption is true, based on the testimony of 
Chairman Winchell, which is in the preceding paragraph, as to what 
he would presume the Commission's interpretation would be; also, 
in the second section of the bills. 

Mr. Sprincer. That isthe third point. Now, I want to come to the 
fourth point, which [ take it is that the legislation itself does not 
define in any sense or way whereby you can reasonably interpret it 
at the present time that the railroads would not also have authority 
at least to come in and petition for other rights than through rights. 

Is that right? 

Mr. Frantz. If I understand what you say. 

Mr. Sprincer. Let me repeat it for you. 

The legislation—you are saying, in effect, as I understand it, from 
the subsequent testimony after this paragraph—the legislation does 
not define in any way what the limits of this right to petition for 
service would be, or the limits to which the railroads could go in 
petitioning for authority other than for through rights. Is that 
right ? 

Mr. Frantz. I do not quite get your inference on “other than 
through rights.” 

Mr. Srrincer. What I am talking about is this: As I understood 
your testimony, you said that the legislation is not clear as to how 
far the railroads should go in petitioning for other authority to oper- 
ate outside of the through routes. 

I am separating that from the through routes because you made a 
positive statement on through routes. I am trying to find if you are 
saying that the legislation is objectionable because it does not define 
how far railroads may go in petitioning for additional authority to 
operate. 

Is that an objection on your part? That is what I am trying to 
find out. 

Mr. Frantz. The bill says: 


Certificates heretofore issued under any provision of the Interstate Commerce 
Act to such carriers or persons containing such terms, conditions, or limitations, 
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shall, upon application by the holder thereof, be modified by the Commission in 
conformity herewith. 

The interpretation of that sort of thing seems to me to give them a 
pretty broad opening to get either on through routes, as you determine 
them, or any other type of route. 

Mr. Sprincer. Now [havethe point. That is four points. 

Now would you give me any other substantial individual objection 
that you feel to this legislation ? 

Mr. Frantz. Well, certainly one question we have asked here, and 
we do not understand, and I surely think the Congress would not 
understand, how, if the railroads have been in such trouble and go 
unable to operate their railroads at a profit, what makes them think 
they could get into a business which they do not thoroughly under. 
stand and have not had the experience of development and operate 
it in a better fashion than it is operated by those who have developed 
the industry by serving the public? 

Mr. Sprincer. Then I take it that your fifth point is this, that there 
ought to be a showing on the part of railroads that they can operate 
this industry at least as well or better in order for them to enter into 
the field ? 

Mr. Frantz. If there were any allowance of entry, certainly that 
should be one factor to be considered. I would not want to limit it 
specifically to those points. One of the big objections, of course, that 
our industry has would be that it indicates there would be an ultimate 
and complete destruction of the independent industry which has de- 
veloped the service to the public. 

Mr. Sprincer. We covered that under monopoly, I believe. 

Mr. Frantz. Well, literally; yes. 

Mr. Sprincer. That is five points. Have you any additional 
points ? 

Mr. Franz. I do not have them numbered. I would have to re- 
view again and put numbers with the items in order to fully develop 
the points involved. 

Mr. Sprincer. Mr. Frantz, the reason is because in listening to 19 
pages of testimony, so much of this gets away from us. I think if it 
can be developed into concrete objections, concrete points, which tell 
us what the objection of the trucking industry is, reduced to that, we 
can sort of remember what your objection is, representing a great 
association, as you do. I think you have made an excellent statement. 

Mr. Frantz. Could I ask, sir, for permission to review this and put 
it in point fashion, and to submit it with the extensive or more com- 
prehensive filing of a statement which we have asked permission to 
submit in a day or so? 

Mr. Sprncer. That is up to the chairman. 

Mr. Moutper. Yes. Without objection, it is so ordered. 

Mr. Frantz. Thank you, sir. 

(The material furnished follows :) 


STATEMENT ON COMMON OWNERSHIP BY AMERICAN TRUCKING ASSOCIATIONS, 
Inc., May 1960 


American Trucking Associations, Inc., appreciates the opportunity given it to 
place before the subcommittee its views on “common ownership” or “transport 
diversification” as provided in the bills now before the Congress (H.R. 7960, 
H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281). 
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COMMON OWNERSHIP: ITS MEANING, IMPLICATIONS, AND EFFECTS 


In general terms, “common ownership” signifies placing the control and man- 
agement of diverse modes of transportation in the hands of a arrier engaged 
primarily in providing a given, single type of transportation service. More spe- 
cifically, it means that railroads could engage also in furnishing motor, water, 
and air transportation. As they are now free to interest themselves in pipe- 
line transportation, this fourth mode of transportation would complete the 
railroads’ transportation quiver. Similarly, at least theoretically, motor car- 
riers could engage in rail, water, and air transportation, in addition to pipeline 
transportation, and so with other possible combinations of modes of transpor- 
tation. 

Common ownership would involve a basic reversal of transportation policy 
and would result in a far-reaching change in the structure and functioning of 
transportation in the United States. Neither change is needed in the public 
interest. 


The advocacy of common ownership 


Obviously, among carriers, only the railroads advocate common ownership. 
Their charge that the present law and its administration discriminate against 
them will receive attention presently. 

Essentially, the railroads state that they are losing ground as carriers of 
freight and that they need to be able to use all of the tools of transportation 
which modern technology has produced and will produce. They undertake to 
fortify this position by urging (1) that there is a special public interest in the 
maintenance of strong and powerful railroad companies in contrast, presum- 
ably, to a lesser public interest in the aggregate of other modes of transporta- 
tion as they presently are conducted, (2) that common ownership will enable 
provision of the type of service which shippers desire, (3) that the development 
of coordinating devices—piggyback and containers—peculiarly calls for com- 
mon ownership, and (4) that common ownership is essential to an effective 
meeting of the competition of exempt and private transportation and the pres- 
ervaiton of common carrier transportation. Other arguments are (5) that, as 
the railroads have contributed in taxes to the provision of public transporta- 
tion facilities used by their competitors, an injustice is done when they are 
barred from using these facilities, and (6) that the past is history and that fear 
of a railroad monopoly arising from common ownership has no basis in present 
transportation conditions. 

The foregoing and other varied facets of the common-ownership question will 
receive careful attention herein. In preparing this statement an effort has been 
made to go beyond the immediate interests of the railroad and motor carrier 
industries. So far reaching a change in the structure and functioning of the 
country’s transportation system as would be involved in the legislation the 
railroads desire obviously must be viewed in as broad terms as possible. Legis- 
lation that may prove ill advised from the public’s standpoint must be avoided 
through careful analysis and appraisal of the potentialities of the common- 
ownership proposal the railroads have been advocating these many years. 

It first is necessary, however, to have a clear picture of the nature of this 
railroad proposal. 


Nature of the railroad legislative proposal 


There are three ways in which railroads may penetrate or further penetrate 
other fields of transportation: (1) By changes in presently outstanding operating 
authorities, (2) by acquisition of the rights of other carriers through purchase 
or otherwise, and (3) by obtaining new rights (extensions of existing or to-be- 
acquired rights, or rights in wholly new territory). The discussion of these 
three avenues of entry will be confined here to motor carrier transportation, the 
field which the railroads quite obviously wish to enter more extensively and 
vigorously than their present franchises allow. Except for (1), which is not a 
factor in water and air transportation, the conclusions here reached are appli- 
cable, however, to these other forms of transportation. For the reason indicated 
above, pipeline transportation need not be considered. 

It may be assumed that the several bills now before Congress (H.R. 7960, H.R. 
7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281, and the companion Senate 
bills) incorporate the kind of legislation the railroads desire. In a statement 
which the Association of American Railroads filed with the Senate Transport 
Study Group under Senate Resolution 29, reference is made to bills (listed 
above) “to remove these restrictions” ; that is, “those additional legislative and 
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administrative burdens that are placed solely upon the railroads and, in the 
case of entry into air carriage, on all surface carriers. It is to these Special 
restrictions this statement is directed” (Transport Diversification, Januar 
1960, pp. 1-2).* Later the railroads state: “We submit the present restrictions 
should be lifted and further restrictions should not be imposed upon companies 
engaged in highway, as well as rail, transportation” (17). 

H.R. 7960 and H.R. 9280, which relate to the motor carrier phase of common 
ownership, provide: 

“* * * certificates heretofore issued under any provision of the Interstate 
Commerce Act to such carriers [other than a motor carrier] or persons con. 
taining such terms, conditions, or limitations shall, upon application by the 
holder thereof, be modified by the Commission in conformity herewith.” 

The motor carrier industry would find it necessary to challenge the consti- 
tutionality of such a provision if, by any chance, this legislation were to be 
enacted. By setting aside the requirement of proof of public convenience and 
necessity, this language in effect makes a special favored class out of railroads 
and their motor carrier subsidiaries holding restricted rights. Chairman Wip. 
chell, of the Interstate Commerce Commission, appropriately stated at the sub 
committee’s recent hearings on the common ownership bills: 

“Some of the outstanding certificates * * * which are restricted to service 
auxiliary to and supplemental of rail service were issued under section 207 upon 
the showing of a need for the particular kind of service, notwithstanding the 
adequacy of existing motor carrier service of the ordinary kind unrelated to 
rail service. 

“This provision would, therefore, result in enlarging the operating rights 
evidenced by such certificates without any showing of public convenience and 
necessity as now required by section 207. This would be so irrespective of the 
impact upon competing motor carriers” (record, p. 35).? 

The impact of new rail-conducted all-motor operations, turned loose after the 
short period required to rubberstamp railroad applications to convert present 
restricted rights, is not difficult to imagine. Apart from legal considerations, 
the public interest in an orderly transportation system would not permit an 
upheaval of such dimensions. So gross a disregard of the long-sustained and 
successful efforts of motor carriers to provide a superior service responsive to 
public need emphasizes the complete lack of equity in such a scheme. 

Acquisitions of existing motor carriers—(2) above—should be subject, under 
the railroad proposal and the bills, to only the test of “consistency with the 
public interest.’”’ On this point and point (3) the railroads state: 

“Initially, it should be made clear that railroads do not oppose those long- 
standing entry controls that apply with equal effect to all transport forms. 
These are generally spoken of as the test of ‘public convenience and necessity’ 
for new operations and the test of ‘consistency with the public interest’ in con- 
solidation cases” (1). 


That is, a railroad no longer would have to show that the transaction proposed 
or right sought “will enable such carrier to use service by motor vehicle to publie 
advantage in its operations and will not unduly restrain competition,” as now 
required. 

This misleading nature of the railroad statement has been indicated above. 
Nothing specific is said in Transport Diversification about the operation of the 
antitrust laws, but a Southern Pacific witness who serves as chairman of a sub- 
committee appointed by the Association of American Railroads to deal with 
transport diversification, stated at the subcommittee’s hearings that “of 
course, * * * in matters of competition, antitrust considerations can always be 
weighed by the Interstate Commerce Commission under its general certifying 
power” (record, p.59). There is also reference (25-26) to the McLean decision. 
(See p. 209, below.) The efficacy of the antitrust laws in the face of a strong 
congressional directive that railroads shall be treated in the same way as a 
earrier engaged solely in one form of transportation is open to very serious doubt. 

Moreover, the phrase, “consistent with the public interest,” in itself would not 
have the same meaning or force as it now has. As Chairman Winchell stated, 
the Commission no longer could consider : 

“* * * whether the ownership by the railroad would so alter the competitive 
situation, put a new service into the field, that it might not be in the public inter- 





1 Unless otherwise indicated, the pages cited hereinafter refer to this submission (not & 
part of this record). 
2 All subsequent citations of record refer to these hearings. 
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est * * * when one carrier acquires another, sometimes * * * the single line 
service entirely alters the competitive situation” (record, p. 49). ; 
The fact that railroads could bring pressure to bear in acquiring motor carrier 
operations on favorable terms also cannot be overlooked. — . 

Pertinent to all of the foregoing is this statement of Chairman Winchell: 

«* * * the very fact that the Congress enacts this legislation, if they do, seems 
to me would indicate to the Commission that they feel that the Commission 
should give more favorable consideration to the ownership of one type of trans- 
portation by another type of transportation” (record, p. 50). WM 

Situation (3) above, a railroad application for new rights, would be no differ- 
ent in theory from an application of a motor carrier for new rights. The rail- 
roads state: 

“* * * EHyen with restrictions removed, it seems unlikely that the participa- 
tion of rail and rail affiliated companies in motor transportation can expand at 
a great rate. The Nation is well covered by a multitude of certificated motor 
carriers. Opportunities for railroads to acquire new certificates on the ground 
that existing motor carriers are not rendering adequate service to the public on 
a particular route or in a particular service will be limited. The purchase of 
the business and certificates of small carriers has long been anticipated by the 
large motor carriers which are now accomplishing consolidations” (24-25). 

No longer, however, as Chairman Winchell stated, could the Commission “limit 
certificates or permits where a carrier would be competing with himself” (rec- 
ord, 48). It is especially important to note, moreover, that railroads would be 
in an advantageous position when they apply for new rights or to acquire exist- 
ing motor carriers and that such applications therefore would be of a wholly 
different type from the applications of ordinary motor carriers. The railroads’ 
advantage would lie in the appeal that would be made to possible economies in 
rail operations if the given use of motor transportation is permitted. There 
doubtless also would be appeals to such factors as the part the railroads have 
played in the past in the development of industries, to the “right” of the rail- 
roads to follow “their customers” to new off-rail locations, and to what the rail- 
roads like to call their general transportation know-how. Any statements by 
the railroads that they would stand before the Commission in the robes of any 
other supplicant for rights or authority to acquire must be discounted completely. 

It is not amiss to ask, in this general connection, whether the railroads would 
look with favor upon removal of the requirement that public convenience and 
necessity be shown before new rail lines or extensions of lines may be con- 
structed. The answer undoubtedly would be “No.” ‘This question evokes an- 
other one: Why has there been an absence of mention in the literature on 
common ownership of the territorial scope of the motor operations the railroads 
have in mind? It appears that there already is some disgruntlement in the in- 
dustry that certain railroads have grandfather or other all-motor rights and 
others do not. This feeling could be expected to reach a high pitch if present 
restricted rights could be turned into all-motor rights by mere application. A 
gigantic battle on this railroad front could be in the making if the proposed 
legislation is enacted and railroad motor operations invade the territory another 
railroad has reserved for itself. The results would be recriminations and added 
pressures on the railroads to acquire motor rights in self-defense. This question 
already has taken concrete form in the protest of the Long Island Railroad 
against the invasion of its territory by the piggyback operations of the Delaware, 
Lackawanna & Western in conjunction with a Long Island motor earrier. The 
repercussions of loss of railroad freight traffic on the passenger problems of this 
commuter road were stressed at the recent hearing on this protest. 

It is more than reasonable to conclude that the railroads wish legislation that 
will open wide the door to a railroad invasion of motor transportation. 


The question of discrimination against railroads 

The railroads state: 

“The barriers to intermode ownership are mainly directed to railroads acquir- 
ing interests in other forms of transportation. They do not apply to motor, 
water, or air carriers acquiring interests in rail carriers. For that matter, they 
do not apply to intermode acquisitions by any other form of transportation, 
except that any surface carrier is restricted with respect to acquiring an interest 
in an interstate air carrier” (1). 

Again: 

“* * * All transportation companies, other than railroads, enjoy this freedom 

of engaging in diversified transportation activities. There are no special restric- 
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tions in the Interstate Commerce Act or other laws to prevent motor carriers 
from controlling railroads or water carriers, or to prevent water carriers from 
controlling railroads or motor carriers, or to prevent air carriers from engaging 
in any form of transportation. They have to meet only the usual requirements 
of showing public convenience and necessity for new operations or prove that 
consolidation is in the public interest. The burden of proof should be upon 
those who urge that additional restrictions be imposed upon others” (18). 

The railroads have stated the present law correctly. They might have men. 
tioned, incidentally, the fact that freight forwarders are subject to an outright 
prohibition against acquisition of control of a railroad, a motor carrier, or a 
water carrier, and that any mode of transportation is free to engage in pipe- 
line transportation. While stating that there has been “practically no participa- 
tion by railroad companies or affiliates in air transportation” (7) the railroads 
inconsistently refer to the pioneering work of the Railway Express Agency in 
the air-express field and its continuance to this date (34). 

What, however, does this railroad charge of discrimination really amount to 
in a practical sense? What the railroads seek is a “paper” equality, while care- 
fully avoiding any discussion of the basis for the “discrimination” which they 
claim to suffer. Congress long ago learned that it was contrary to the public 
interest to allow railroads free opportunity to enter other fields of transport. 
Long prior to Federal regulation of interstate motor transport, railroads exer- 
cised the prerogative they then had to enter the field of water transport. What 
resulted? The railroads used their captive boat lines, first, to drive independently 
owned boat lines out of business, and then, by the threat of destructive rate com- 
petition, kept them from reentering the transportation field. It was these acti- 
vities of the railroads which led to the passage of the Panama Canal Act, which 
absolutely prohibits rail ownership of water carriers operating through the 
Panama Canal. Another provision of the same law gives the Commission au- 
thority to allow rail ownership of boat lines not operated through the Canal, 
provided it will not prevent the lines from “being operated in the interest of the 
public” and will not “exclude, prevent, or reduce competition on the route by 
water under consideration.” * Various railroads sought, under this latter pro- 
vision, to continue their ownership of water carriers operated on the Great Lakes, 
In the celebrated Lake Lines Application case, 33 ICC 699, the Commission sum- 
marily denied the rail applications. It also roundly denounced the activities 
of the railroads in using their boat lines as “first a sword and then a shield,” by 
which they were able to “drive all independent boats from the through lake-and- 
rail transportation” and destroy “the possibility of competition with their rail- 
roads other than such competition as they were of a mind to permit” (ibid., 716). 
Even after the passage of the Panama Canal Act, the railroads continued to 
prevent competition by independent boat lines by the use, or threat of use, of 
destructive rate competition. Not until the Transportation Act of 1920, giving 
the Commission effective minimum rate authority, were water carriers again able 
to offer genuine competitive service to that of the railroads. 

When Congress, 23 years after the passage of the Panama Canal Act, under- 
took to regulate interstate motor transport, it remembered the lesson of history 
and wrote the provisions into the law of which the railroads now complain so 
yociferously. But, when viewed in the light of experience, it can be plainly 
seen that the rail complaint is fatuous. Having shown that they were not to 
be trusted to freewheel in the transportation field, they can hardly claim that 
Congress treated them “discriminatorily” when it placed restrictions in the law 
to prevent future rail depredations. Their claim that other forms of trans- 
portation are greatly favored because there are no similar restrictions against 
them is part of the same rail pattern. The plain fact is that there is not the 
slightest indication that the extremely limited amount of cross-ownership 
among the other forms of transportation has in any way militated against the 
public interest. And we have no doubt that if and when Congress should be- 
come convinced that any other mode of transportation cannot, in the public 
interest, be allowed to own or control a carrier of another type, it will take 
prompt steps to prohibit such arrangements. 

We know that the railroads fervently hope that Congress can be persuaded to 
“forget about the past” and again allow them the privilege of first dominating, 





The railroads referred to the Panama Canal Act and to the provision which permits 
railroad engagement in water transportation under certain stated conditions. ‘or the 
first time in many years, there is a rail application to acquire a water carrier. _By this 
application, the Illinois Central and the Southern Pacific seek to acquire John I. Hay Co., 
a barge operator on the Mississippi River and Gulf Intracoastal Canal. 
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then eliminating, other independent modes of transport. We cannot believe a 
Congress alert to protect the public interest will trust the railroads to exercise 
their “managerial discretion” in the field of common ownership. Nothing in 
their past Listory indicates that they are worthy of such trust. ; 

The railroads are the ones who have been caught off balance by technological 
developments. Now they are scrambling, on the one hand, to control motor com- 

tition through rate cutting (discussed hereinafter) and, on the other, to climb 
abroad this dynamic means of transportation after many years of looking down 
on it and of effort, still going on, to check its growth. Railroads generally shun 
offers of motor carriers to joint in arrangements which would build traffic for 
their rail lines. This attitude will be discussed hereinafter. 

Failure of railroads to foresee the potentialities of motor transportation 

The railroads endeavor in Transport Diversification to explain their failure to 
obtain more extensive all-motor rights than they have at present. They state: 
“It is significant to note that many railroads began adapting the motor carrier 
to rail service, and in some cases to operate motortrucks independently, during 
the 1920’s and early 1930’s. The motor carrier was particularly useful for sub- 
stituted service for branch line rail service, and for pickup and delivery work” 
(8). In other words, the railroads were looking down on motor transportation 
and viewing it as simply an adjunct of rail operations. The railroads note that 
the Commission recommended in 1929 that railroads “should be authorized to en- 
gage in interstate commerce by motor vehicles on the public highways” and in 
1982 that “railroads * * * and water carriers * * * should be specifically author- 
ized to engage in the transportation of both persons and property by motor 
yehicles in interstate commerce over the public highways” (9). The fact is that 
a good many railroads were engaged in auxiliary motor operations and some 
were engaged in all-motor operations before 1935. These operations were con- 
firmed in grants of grandfather rights. It appears that the Commission’s ref- 
erence to specific authorization meant nothing more than that railroads should 
be encouraged by legislation to go into motor transportation and effect coordina- 
tion with independent motor carriers. The railroads generally were simply 
opposed to motor transportation as such and were engaged then, as they have 
been since and still are, in efforts to cripple the development of this competitor. 
These efforts, such as the exertion of pressure on State legislatures to hold down 
the permitted size and weight of vehicles in critical “bridge” States or to in- 
crease motor carrier taxes, did much to slow down the development of economi- 
cal motor transportation. The public ultimately revolted against measures which 
were depriving it of the full advantages of motor transportation. 

The railroads therefore have made no real effort to defend their inertia, 
antagonism, and lack of foresight and imagination at a critical time in the 
development of motor transport as it is known today. Rather, they put the 
blame on certain Congressmen who feared that “these established forms of trans- 
portation would dominate the infant truck business and create a resultant 
monopoly in transportation” (10). This fear is discussed later herein. The 
railroads further indicate a belief that the Commission could have construed the 
law differently so far as railroad applications for new rights are concerned 
(12-15). They later state: 

“Those who criticize the railroad industry for not making greater use of trucks 
often overlook the fact that after 1935 the Commission and the courts put a red 
light in front of railroad attempts to further adapt this tool of transport to 
the existing transportation plant * * *’”’ (29). 

This statement does not meet the real issue: Why were the railroads remiss 
before 1935 and before Congress expressed its belief in the desirability of an in- 
dependent development of motor transportation? Under this policy a new in- 
dustry has been brought into being through the hard work, imagination, and 
capital of thousands of small businessmen. The railroads “want in” on what 
others have created. They have been creeping in under increasingly liberal 
interpretations and applications of the statute, as witness the removal of many 
keypoint restrictions and the granting of all-motor rights in special cases, but 
they want and think they are entitled to much more. 


Public interest in railroads and other modes of transportation 


oan railroads state their view as to their relation to the public interest as 
ollows : 


“Regulatory legislation of this kind must be considered in relation to the 
public interest, and not solely in relation to the interest of any single segment 
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of the public. This does not mean, however, that there is no public interest jn 
a measure which will tend to promote the well-being of the railroad industry, its 
stockholders and employees. Recently, Congress, believing that a healthier 
railroad industry was highly important in the national interest, adopted some 
well-conceived measures of assistance. If it is accepted, as we believe it must 
be, that permitting railroads to join in ownership with companies engaged jn 
other forms of transportation would strengthen the finances of the companies 
and arrest the decline in the level of employment, a public benefit would resyit” 
18-19). 

Raising the question of whether or not “the Nation is getting the most out of 
its transportation plant,” the railroads state further: 

“* * * The value to the Nation of railroad rights-of-way, fully completed, as q 
national asset is almost incalculable. They are paid for, as far as the taxpayer 
is concerned; they are maintained at no cost to the taxpayer; they contribute 
taxes to communities all over the Nation; they can move enormous amounts of 
freight at low cost and they have been proven necessary in wartime. The full 
economic value of a railroad cannot be realized if it is not used to near capacity, 
Common ownership and operation would contribute materially to full utiliza. 
tion of the railroad plant. As our population mushrooms, which it is certain 
to do, the value of the railroad right-of-way in relieving traffic congestion wij] 
assume much greater proportions” (23-24). 

The basic objective of the railroads is shown most clearly in their statement 
that they “have cause for concern over transportation developments which 
result in depriving them of the share of the total business which they had 
previously enjoyed” (5). The following statement is of great interest ip 
this connection. 

“* * * Historic rail boxcar service simply cannot fill the demand for a large 
segment of the transport requirements. It is too slow, requires too much 
physical handling of the lading, too much variable handling of the car, as in 
switching, and requires spur tracks to industry. Problems of production, distri- 
bution, warehousing and sales, all have been geared to the flexibility and speed 
of the motor carrier * * *” (19-20). 

This statement underlines the railroads’ belief that they are entitled as of 
right to restoration of their former status, of which they have been “deprived.” 
This restoration is to be achieved for the most part by inroads on independent 
motor transportation. Completely ignored is the proposition that the public has 
an interest in the continued independent operation of other modes of transporta- 
tion. The sole railroad objective is to regain, let us say, the 74 percent of inter- 
city ton-miles which they accounted for in 1930 or perhaps the 68 percent of 
1935, when “motor carriage was only beginning its tremendous growth” (3, 8). 
While there may be some exaggeration in the railroads’ statement of objective, 
the fact is that the railroads believe they are entitled to carry a very much 
larger part of the Nation’s traffic than they do at present. They candidly state 
their purpose to advance on motor transportation on two fronts: Further pene- 
tration of motor transportation itself and reductions in rail rates under what 
they consider the special assistance given them in the recent revision of section 
15a. The following open declaration of war, though it is nothing new, is highly 
pertinent : 

“At this point no one knows how far railroad rate adjustments will be per- 
mitted to be made in an attempt to keep business for the railroads or the extent 
of their effectiveness to this end. It is reasonably certain, however, that much 
traffic is firmly bound to motor tarrier service” (20). 

The motor carrier industry recognizes that the railroads have much mileage 
of excellent right-of-way. What it objects to is the blithe assumption that there 
is a public interest in railroads which transcends the public interest in motor, 
water, and air transportation as conducted today. As will be shown presently, 
the railroads do not recognize that factors other than external competition are 
responsible for a substantial part of the decline in their position and they are 
slow to acknowledge that obsolescence is a fact of life that railroads must reckon 
with to a greater extent than they have up to now. 

The defense argument raised by the railroads does not begin to tell the actual 
story. While to the layman the kind of transportation service which will be 
needed in atomic warfare is somewhat speculative, it is reasonable to infer 
that in such a war, necessarily of short duration, not only defense maneuvers 
but the evacuation and supplying of dislodged civilian populations will put a 
premium on the speed and flexibility which only trucks among surface transpor- 
tation agencies can provide. The Defense Establishment has staked out a major 
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role for trucks in the event of a future war. The trucking industry recognizes 
the important part the railroads have played in past wars, though it objects 
to the rail effort to minimize its own contributions in such wars. The impor- 
tant consideration, however, is that future wars will be different and so also 
will be the respective roles of the several modes of transportation. 


Some factors in the decline in rail participation in total traffic 


The railroads cite figures intended to show a decline in their part of intercity 
ton-miles from 74.3 percent in 1930 and 67.6 percent in 1935 to 45.3 percent in 
1958. They add that, in terms of revenue, they have become a minority factor 
in freight transportation (3-5). What, it may be asked, are the factors which 
enter into this decline? 

(1) Changes in demand conditions.—While the Nation’s demand for transport 
services has increased greatly and is expected to outpace the anticipated further 
purst in population, there are, as stated earlier, factors in the demand picture 
which affect the railroads adversely. 

The decentralization of industry, areawise, in the form, for example, of a 
greater rate of growth of industry in some areas of the country than in others, 
has caused dislocations of traffic among railroads and the substitution in many 
instances of shorter for longer hauls of raw materials and finished products. 
The result has been less opportunity for the railroads to meet shippers’ needs. 
Successive increases in rail rates have encouraged this decentralization. 

Movements of industrial and other plants from central cities to outlying areas, 
necessitated by the cost and unavailability of city sites of the size required for 
plants of modern functional design, also have led to losses of rail traffic, par- 
ticularly if the plants are placed outside the railroad terminal area. This trend 
away from the central city, while aided by the construction of modern highways, 
was not caused basically by the desire to use commercial motor transportation 
efficiently. Many factors were involved, of which land factors were the most 
important. On the other hand, some railroads have developed successful rail- 
road-served “industrial parks.” 

Railway coal traffic, always and still a large part of the railroad business, has 
been reduced by the substitution of natural gas for manufactured gas and 
eoal-burning steam plants and of fuel oil for coal in heating and in locomotives, 
by more efficient utilization of coal, and by additional hydroelectric plants. Pipe- 
line transportation of powdered coal may be considered to be a competitive 
development, but there is only one such an operation and here three railroads 
were given the option to acquire interests in the line. The demand for coal 
remains high in various kinds of manufacturing and in the electric utility field. 
Tons terminated by class I line-haul railroads declined, however, from 373 
million tons in 1946 to 289 million in 1958. 

While by no means a new development, the demand for fast and frequent trans- 
portation of finished products, sometimes referred to as involving hand-to-mouth 
buying, necessarily has hurt the railroads with their generally slower service and 
less adaptability to the handling of traffic in small lots. 

These and other changes in production and distribution patterns do much to 
explain the failure of rail traffic to maintain its relative position. Higher rail 
costs and rates and often inadequate service have contributed to these changes, 
but important nontransportation factors have been at work. Thus, the location 
of war plants with special defense objectives in mind has had a permanent 
influence on location patterns in peacetime. All of these factors reflect a risk 
which is inherent in the railroad industry and in any other form of transporta- 
tion. To use their effects as an argument for letting railroads invade other 
fields of transportatoin is a non sequitur. The appeal really is for protection 
from the effects of economic change, at whatever cost to other forms of trans- 
portation. So also is the appeal for protection from the rise of competition. 

(2) The rise of new forms of transportation.—It is very easy and very human 
to blame competition (forgetting regulation, often the No. 1 target of the rail- 
roads) as the chief cause of the difficulties which some railroads are experi- 
encing. Competition of motor and other transportation, including pipelines, 
necessarily has been a problem for the railroads. This competition is, however, 
the natural outgrowth of technological advances. The public has welcomed it 
and benefited greatly. 

The railroads make much of their declining share of total intercity ton-miles. 
The implication of this compaint is that this decline is wholly the result of 
competition of other carriers, whereas we have just seen that changes in de- 
mand factors have had a large influence on the volume of traffic the railroads 
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can command. Furthermore, the statistics widely cited on the distribution of 
traffic among transport agencies need some explanation. 

Except for the years 1930 and 1935, the statistics cited (3) are those issued 
by the Bureau of Transport Economics and Statistics of the Interstate Com- 
merce Commission. The figures are, of course, very useful. They are not 
intended, however, to be confined to competitive traffic. The figures for motor 
transportation include a considerable proportion of hauls, as from farms to 
elevators, warehouses, or packing plants in local communities, which are in no 
sense competitive with rail service and which, in fact, contribute to subsequent 
hauls by railroads or motor carriers. Other ton-miles are created in movements 
from towns or cities to farms in farmer’s own vehicles or otherwise, but in no 
or only in a rare case in competition with the railroads. There are countless 
other movements, such as those which combine selling with a transportation 
function (for example, the distribution of soft drinks to small towns and way- 
side points) that neither railroads nor regulated motor carriers could possibly 
handle. In fact, many of these movements, as well as others which do not 
involve selling, are to or from points which have no railroad service and often 
never had such service. In their zeal to emphasize motor competition, the 
railroads state: “The figures do not include a substantial amount of transpor- 
tation performed by motor carriers in intracity traffic on which no figures are 
available” (4). The bearing of .this traffic on the competitive relations be 
ween rail and motor carriers is not at all clear. 

Bulk transportation of iron and coal from and to the head of the Great 
Lakes and of stone and other heavy commodities on the lakes figures in the 
ton-miles shown in the source, but railroad costs are so very much higher than 
the costs by water that the railroads always have counted themselves out of 
this traffic except in unusual emergencies. As this traffic grows or declines, the 
rail share of total ton-miles falls or rises, other things being equal. 

Also overlooked in the railroads’ interpretation of the statistics is the traffic 
which motor carriers have created. 

There is, unfortunately, no statistical basis for adjusting the published figures 
to obtain a picture of what motor or other traffic actually is drawn from the 
railroads. It is obvious, however, that the relative statistical decline in rail 
ton-miles is traceable in part to the growth in recent years of noncompetitive 
motor traffic. While the relative growth of noncompetitive and competitive 
traffic cannot be determined, it clearly would be a mistake to assume that all 
of the rise in motor ton-miles represents traffic once handled by the railroads. 

In this connection the following facts should be noted: In 1929, the year of 
maximum ton-miles prior to World War II, the railroads accounted for 450 
billion ton-miles. They reached a maximum of 741 billion in the war period. 
Iu the 10 years, 1950-59, their ton-miles averaged 605 billion; in the 5 years, 
1955-59, the average was 606 billion. Both averages show long-term expansion, 
a fact which tends to be overlooked. 

The statistics cited include ton-miles of private and exempt motor and water 
transportation. Much of the traffic shown to be noncompetitive with railroad 
traffic falls in one or the other of these categories, but a substantial part of 
private and exempt traffic is competitive. Some so-called private transportation 
is disguised for-hire transportation. As stated later herein, there is the possi- 
bility of some relief through the increased efforts the Commission is making at 
this time to weed out these pseudoprivate operations. Motor carriers, along 
with railroads, welcome these efforts, for they, too, feel the effects of this 
competition. Motor carriers have joined with the railroads in efforts to obtain 
reductions in the areas of exempt transportation. 

Some very pessimistic views as to what the future has in store for the rail- 
roads have been expressed. President Roddewig, of the Association of Western 
Railways, projecting past trends on a straight-line basis, stated that, if condi- 
tions continue as they are, the railroad share of total ton-miles will be about 
25 percent in 1970 (record, p. 168). Though 25 percent of the greatly increased 
ton-miles generally projected for 1970 still would be a large volume of business 
(possibly 550 billion ton-miles or more by certain estimates), the fact is that 
the railroads intend and expect to reverse the recent trend in the distribution 
of ton-miles among transportation agencies. i(See p. 202, above.) 

Rate changes figure prominently in the railroad plans. The present drive for 
traffic, based in part on intensive cost, service, rate, and market analyses and 
finding expression in some instances in attempts to use novel methods of quoting 
rates (so-called contract rates or agreed charges), is being watched with deep 
interest by railroad competitors. Water and motor carriers are remonstrating 
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vigorously to Congress against rail rate cuts whose effect is to put them out of 
pusiness. Motor carriers oppose rate cutting when it attempts to go beyond the 
statutory standards and is destructive in nature. The point is, however, that 
the railroads have launched a strong and many-headed drive to obtain more 
traffic. They doubtless are not aiming at the nearly 2 trillion ton-miles which 
has been suggested as the potential target for 1980 which the railroads may 
be able to obtain if they engage immediately in sound research, “unhampered 
by vestiges of cobweb thinking.” (See Herbert O. Whitten, “The Creation of 
Growth in Rail Transport,” p. 40.) They do expect, however, to reverse the 
slippage which has occurred and to win their way back to ever-increasing levels 
é c. 

wey Pusiio aids.—The railroads stress the public aids which they say their 
competitors enjoy. These aids are stated to be a factor in the diversion of rail- 
road traffic and a reason for permitting common ownership. 

«* * * The restriction is particularly galling to companies engaged in rail 
operations when it applies in regard to the use of highways, airways, and water- 
ways, which in large part have been built and made possible by the expenditure 
of public funds to which they have contributed” (18). 

Again: 

acy billions of dollars have been spent by the Federal Government in the 
last decades for waterway improvements * * * aside from the current tremen- 
dous expenditures for the St. Lawrence Seaway project. There is a serious 
question today as to whether it is in the public interest to continue to restrict 
the use of this relatively free highway by other carriers which have to help to 
pay for it’ (30). 

Incidentally, the St. Lawrence project is to be self-liquidating. The railroads 
for many years have been urging the recovery of public costs through user 
charges. This effort has been accentuated by the recommendations which the 
executive department has been making with increasing emphasis. The latest 
such recommendation is found in the report of the Department of Commerce 
on “Federal Transportation Policy and Program” (March 1960). Insofar, how- 
ever, as the railroads gain in their drive for user charges they lose an argument 
for common ownership. 

When, with considerable positiveness, the railroads include motor carriers as 
recipients of public aid they clearly go too far. President Perlman, of the New 
York Central, stated that all forms of transport except railroads “today rely 
on a public dole for their very existence” (Record, p. 98). (Mr. Perlman did not 
refer to the extensive motor rights the Central holds.) This reckless grouping 
of highways with other forms of transportation has been made by other rail- 
road officials. As the railroads have a much greater desire to get into the 
trucking business than into any. other and as they use the “aids” argument to 
this end, it is essential that the facts as to this “dole” to commercial motor- 
vehicle users be examined, at least briefly. 

At the Federal level, where we are embarked on a large-scale highway building 
program involving an expenditure of approximately $42 billion, the Nation’s 
motortrucks, although only 16 percent of all motor vehicles, will pay more than 
35 percent of the special Federal highway user taxes that now are providing 
all of the money the Federal Government is spending on roads. 

The Nation’s trucks have paid $2.2 billion into the highway trust fund, from 
1956 through 1959, though only a few thousand miles of the new Interstate 
Highway System are available as yet and then, of course, by only users in 
areas where this completed mileage, generally short segments, is available. 
In addition, trucks, in fiscal 1959, paid approximately $179 million in special 
excise taxes which went into the general funds of the Government. 

The large intercity truck, about which the railroads complain so bitterly, is 
making enormous special payments into the highway trust fund. Under the pres- 
ent tax schedule, a typical large intercity truck combination (tractor semitrailer 
combination having a maximum gross weight of 62,000 pounds and averaging 
70,000 miles annually) is paying annual Federal highway taxes totaling more 
than $967. A typical passenger car pays $27. At the State level the trucks 
are making even higher payments. The intercity truck that is paying $967 in 
Federal taxes annually is paying $2,013 in special State taxes, comparable with 
annual payments of $47 by the passenger car. Thus, through combined Federal 
and State highway user taxes, the intercity truck is paying $2,980 annually, or, 


by way of illustration, 40 times as much as the $74 annual combined payment 
of the passenger car. 
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Statements by the railroad industry’s witness during the hearings on the 
Federal Highway Act of 1956 were to the effect that, in order for highway taxes 
to be fair, the above-described intercity truck should pay annual taxes equivalent 
to the annual payments of 100 passenger cars. Thus, the truck referred to above 
should be paying $7,400 instead of $2,980, or 2.5 times as much. This proposed 
payment reflects the discredited ton-mile theory of highway cost allocation, 
long espoused by the railroads as a method of determining the proper level of 
highway taxes. Needless to say, and as illustrated by the proposed tax payment, 
the railroads would force the truck taxes up to a confiscatory level. Of course, 
at the time the railroads were arguing for higher truck taxes their real objective 
was to make truck transportation uneconomical and therefore noncompetitive 
with rail transportation. 

The Bureau of Public Roads will report in January 1961 the results of its 
extensive study of highway costs and their allocation among various types and 
sizes of vehicles and in other ways. This report may be of great value in putting 
to final rest an overworked controversy. The trucking industry and others wil] 
have to see the report, of course, before it is possible to say that such will be the 
result. Extravagant statements about user taxes in relation to highway cost 
should be discounted in their entirety. 


The benefits the railroads now derive from motor operations 


An analysis indicates that in 1958, 24 motor carrier subsidiaries of class I 
railroads held authority to operate over 95,500 miles of regular routes (with 
a considerable additional mileage of irregular-route rights), operated nearly 
145 million vehicle-miles, had 15,238 units of equipment and 12,166 employees, 
accounted for 809 million ton-miles of service, and recorded revenue of over 
$121 million. There are additional operations conducted directly in the name 
of the railroads, but only limited information is available as to such operations.‘ 
There are also motor carrier subsidiaries which are not included in the analysis, 

The overall growth, 1946 to 1958, of the subsidiaries for which comparable 
data are available was 59 percent in authorized regular-route miles, 61 percent 
in vehicle-miles operated, 101 percent in number of units of equipment, 21.5 
percent in number of employees, 25 percent in tons carried, 41 percent in ton- 
miles, and 148 percent in revenues. The showing varied, of course, from com- 
pany to company. The operating ratio in 1958 of the 24 subsidiaries, 97.5 per- 
cent, compares favorably with the ratio of 96.6 percent for all intercity motor 
common carriers of general freight. A direct comparison of these ratios involves 
some uncertainties, however, unless analysis is made of any motor carrier 
expenses which may be borne by the parent railroad, of the basis on which reve- 
nues are computed, and of the savings which accrue in railroad operations 
through the substitution of motor for rail service. 

The railroads covered this last subject rather clearly when they stated: 

“The truck has for a long time been an inherent part of railroad operations, 
enabling railroads to provide services which otherwise would be unavailable. 
This flexibility, to the extent that it has been permitted, not only provides truck 
services which shippers want from railroads but helps to prevent further diver- 
sions of traffic from the railroads. Over the years, pickup and delivery service 
for merchandise freight has been an important factor in keeping such freight 
upon the rails. The substitution of trucks for the peddler service previously 
performed by rail from station to station on branch lines and on some main 
lines produces substantial savings and much better service to the public. The 
substitution of trucks for rail permits the abandonment of little used branch 
lines and the elimination of costly train miles. In some areas the use by rail- 
roads of trucks frees freight cars for other uses and tends to minimize freight 
car shortages * * *” (28). 

The following statement, unsupported though it is by what is said in the 
quotation above and lacking mention of dates, must be noted: 

“* * * The Commission, governmental committees, and countless others have 
urged the railroads to make use of highway transportation but the effect of the 
Commission’s restrictions has been that such transportation must be conducted 
under conditions which make it difficult to make a profit’ (28). 

It is sound to conclude that the railroads receive many benefits from their 
present motor operations. The Commission, as a matter of policy, has given 


*For example, the Illinois Central, the New York Central, and the Seaboard Airline hold 
operating rights which parallel nearly every mile of their rail lines. The Chesapeake & 
Ohio also has extensive rights and other railroads have certain such rights. 
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the railroads extensive auxiliary and supplementary rights, though at the time 
this policy was adopted motor carriers protested that they were willing and able 
to provide such service for the railroads. Railroads have obtained these rights 
almost for the asking. It is these rights which the railroads now would like to 
turn in for all-motor rights by mere applications across the counter. 

It is very important, therefore, not to allow the railroads to discount the 
penefits which their restricted rights confer. To be sure, extensive all-motor 
operations would open up a new day for the railroads. The issue here, how- 
ever, is a broader one and involves basic transportation policy. It may be 
noted, however, that the railroads have scored successes in obtaining removal of 
key point restrictions and also straight all-motor rights under special circum- 
stances. Also, as they state, mail and exempt commodities may be carried 
without Commission authority. The carriage of mail by motor carrier sub- 
sidiaries is common, though transportation of exempt commodities by such 
earriers is not (17). 


What the railroads hope to achieve through common ownership 


The railroads obviously are not satisfied with the benefits they now are re- 
ceiving from their present extensive motor carrier operations. These opera- 
tions, allowed by a generous Commission, give the railroads leverage in their 
quest for all-motor rights on a grand scale. They can be pointed to demon- 
strate “economic wastes” (26-27). The trucking industry agrees in the obvious 
fact that restricted rights differ from all-motor rights but, as stated above, the 
issue is a much broader one. The railroads enjoy very substantial privileges in 
the motor field, in sharp contrast with the situation in the water and air fields. 
The connotations of their relentless seeking for further privileges are considered 
below and at a later point. 

Three specific aspects of the railroad argument for common ownership require 
comment here. 

Much is made of the argument that shippers wish to deal with a single trans- 
portation organization. For example: 

“The ability of shippers to have their transportation needs supplied by a 
single transportation company will promote better and more economical service 
and be in the interest of the shipping public” (2). 

Again, but in somewhat more moderate terms: 

“* * * many shippers desire to use as few carriers as possible to fill their needs. 
At present, a shipper must determine for himself the form of transportation 
which best suits his needs and then take measures to select the company to 
render such service among the various independent companies which may be 
soliciting his business. It would be of real value if a shipper could deal with a 
single transportation company which could furnish for him the several types 
of transportation which he often requires. Here, again, the growth of private 
carriage indicates shipper dissatisfaction with the present for-hire service 
available” (20-21). 

Again: 

“* * * There is an increasing demand on the part of industry to use as few 
carriers as possible in order to simplify their shipping problems and it is neces- 
sary for many railroads to make maximum use of the motor carrier in order to 
be able to retain the traffic of such shippers” (28). 

Much of the argument for ‘“department-store” transportation companies rests, 
of course, on this question as to what shippers want. It is quite likely that 
there are some railroad-committed shippers who would endorse the state- 
ments given above. On the other hand, the science or art of traffic manage- 
ment has as its very basis a never-ending search for lower transportation costs 
and better service. The playing of one agency of transportation off against 
another often is involved. In short, the shipper wishes to be free to bargain. 
For him to say that he will let a railroad transportation company solve his 
problems and to commit himself to a railroad-administered transportation com- 
pany as fully as the railroads urge would involve a loss of this important pre- 
rogative. Nothing is more generally true than that shippers thrive on carrier 
competition and that they would reject bids to turn transportation planning over 
to a “transport company.” In fact, there would be serious conflicts of interest 
between shippers and such a company when the latter made decisions accord- 
ing to how it could best profit itself in the selection of means of transportation. 
It is inconceivable that the same service and price competition would exist if 
all forms of transportation were controlled by a single agency. 
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A second special aspect of the common ownership argument is stated as fo}- 
lows: 

“The fallacy of restricting common ownership of different forms of transporta- 
tion or consolidations of companies engaged in such different forms becomes 
more clearly apparent as these transportation forms become coordinated. At 
the present time, a single transportation movement may call into play various 
forms of transportation. A shipment may move from an off-rail plant by truck, 
then be carried by rail to a point near an off-rail destination, to which delivery 
will be made by truck. A water movement may, on occasion, be involved. This 
method of handling is greatly facilitated by the piggyback operations, which 
are growing rapidly. * * * A further development is the use of containers 
* * #7 (21), 

“By the simple use of a new type of container that is common to two (or more) 
types of transport, the full utility of the railroad right-of-way is realized. The 
total costs of handling the freight are lower than by truck alone, the speed of 
the movement is comparable to truck, the service is flexible, the costs of hapn- 
dling the freight are less than by rail. Whenever there is coordination of the 
transport froms in a single movement, it makes little sense to say that there 
may not be common ownership” (22). 

“* * * The growth of piggyback service makes it necessary that railroads 
have maximum use of the truck in order that they may assure themselves of an 
ample supply of freight for this service * * *” (28). 

“More and more transport evolution is bringing the forms of transportation 
closer together. This is being accomplished in large measure through the use 
of carrying devices that are interchangeable between two or more different media. 
Looking to the future, the time is not far distant when a single container can 
be moved with equal facility on a railroad car, truck trailer, aircraft, or ship. 
The ultimate goal of any transportation system is to give the best possible 
service at the lowest cost to the public. The industrial complex of this Nation 
is largely founded on the principle that all the components entering into a 
product can best be developed at the lowest cost to the consumer under unified 
control. The transportation industry should have the same opportunity” (36-37). 

Similar statements as to water and air transportation appear at pages 31 
and 35. 

The railroad position as set out above consists largely of argument rather 
than proof. For example, their statements about relative costs and service and 
about vertical integration of industry are contrary to fact. Also, there is an 
assumed benignness in common control under railroad auspices, together with 
complete rejection of alternatives; viz, arrangements for joint service between 
independent companies and use of rail service by other carriers, both of which 
are found at the present time. The questions involved in the rejection of joint 
service are considered shortly. 

The third special aspect of the railroad argument is that common ownership 
will check and reduce the competition of private and exempt carriers and thereby 
help preserve the common carrier system. 

The railroads state they are “struck by the fact” that only 32.3 percent of 
all intercity motor ton-miles in 1957 were accounted for by carriers subject to 
economic regulation by the Commission (7). As shown at pages 203-204 above, 
the extent to which private and exempt transportation is competitive with rail 
or other regulated carriers is exaggerated in the statistics. 

After stating that “common ownership would strengthen the Nation’s common 
carrier system by enabling it to make maximum use of the advantages of each 
form of transportation” (2) and that: “Indeed, the public interest lies in 
strengthening and preserving the highway common carrier, whose services are 
available to all” (25), the railroads gave this windup summary: 

“In order for our common carrier system to survive, it must be able to do a 
better job than private transportation. We submit that unless transportation 
companies have the full use of whatever the current technology makes available 
to the industry, they cannot offer a better service than shippers can provide for 
themselves. If this situation is to persist, common carriage will eventually be 
utilized only by those who are not able to develop their own transportation 
system. In other words, the small businessman may ultimately be the only 
customer. This is definitely not in the public interest from a regulatory stand- 
point nor is it from an industry standpoint. American transportation companies 
should be allowed, where experienced management and economic considerations 
justify it, to make use of any type of carriage that is available under fair and 
just regulation which is applicable to all” (37). 
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This quotation amounts to saying that the transportation company is the 
essential, if not the sole, means of coping with private transportation. The 
railroads are not specific, however, as to how their transportation companies 
would achieve what it is claimed they can do. For-hire motor carriers as well 
as railroads recognize the need for providing good service at costs substantially 
equal to the costs of private carriers, but if the railroads believe that, through 
transportation companies, they can attain lower costs than for-hire motor carriers 
jncur on the generally shorter hauls involved in the competitive part of private 
transportation they simply are mistaken. The railroad assertion that common 
ownership would result in lower costs rests on conjectures, influenced no doubt 
by the savings of the kind which they anticipate would follow the replacement 
of restricted with all-out rights and by what the railroads choose to call their 
special transportation know-how. An all-motor railroad drive on independent 
trucking would enlarge the volumes of service available, at least for a time, 
but why should the costs be lower than motor costs? More likely, they would 
be higher. The railroads therefore must fall back upon some magical influence 
of transportation-company operations on costs. Independent motor carriers, 
under greater strains than are the railroads to keep costs down, cannot see any 
cure-all for the private transportation problem in adding to services or in any 
readjustment of railroad operations under transportation company auspices. 
They also are aware, of course, of the fact that the railroads’ conception of the 
maintenance of the common carrier system would mean substantial replacement 
of independent motor transportation. The most dynamic branch of common 
earrier surface transportation would be crippled. 

The growth of nonregulated transportation has been encouraged greatly by 
one-way leasing of equipment of exempt carriers. Nothing of this sort was 
anticipated when the Motor Carrier Act, 1935, was under consideration. Also 
unanticipated was the great proliferation of exempt operations under inter- 
pretations of the law by the courts which rested on technical constructions of 
the language which were out of keeping with the intent of the statute. More 
attention should be given to eliminating still existing loopholes in certain leasing 
practices and to the possibility of removing certain existing exemptions in part IT. 
There is considerable opinion in favor of such steps. The Commission’s en- 
larged efforts to discourage illegal for-hire carriers are welcome to motor 
carriers as well as to railroads. It is, to repeat, unsound to argue for common 
ownership as a weapon to use against such transportation when the problem in 
large part lies in loopholes in the law and in the working of certain shippers with 
motor vehicle operators to put on a show of private carriage. 


The effects of common ownership on the structure and functioning of the trans- 
portation system 


The railroads have chosen to answer criticisms of common ownership by 
confining themselves largely to the question of monopoly. They state that 
restrictive legislation “founded on fear of railroad monopoly” constitutes a 
“paradox of regulation.” The balance among forms of transportation which 
this legislation was designed to create has become a “competitive unbalance,” 
with the railroads the losers (2-3; see also 20). The fear was not justified 
by the then existing motor-for-rail operations (10-11). The present “share of 
the motor carrier business enjoyed by the railroads and railroad affiliates is 
so small comparatively that it constitutes no threat of monopoly or even of 
healthy competition for the independent motor common carriers” (8; see also 
24). In any event, the decision in McLean Trucking Co. v. United States, 321 
U.S. 67, made it clear that the Commission can consider the effects of mergers 
on competitors and on the general competitive situation (25-26). 

The railroads are naive if they think the motor operations they were conduct- 
ing before 1935 had any bearing on the action taken by Congress. It obviously 
was what the railroads might do to a relatively undeveloped industry that 
created the fear which Congress felt. The railroads presumably could have 
been obstructionists, with enough railroad engagement in motor transportation 
to position themselves to carry on fights against independent motor carriers, or 
they could have been opportunists, eager to dominate this new industry to their 
own ends. 

Despite developments in the intervening quarter century, these same ques- 
tions are present today. The legislation the railroads desire would enable them 
to obtain an immediate and important foothold in motor transportation and 
it would create opportunities for them to spread out through the favorable 
consideration which applications to acquire motor carriers and for new rights 
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would have to be given. Coupled with their financial resources and large 
solicitation forces, the railroads would be able to stage heavy and successful 
drives against independent motor carriers. As made clear earlier, the rajl- 
roads’ objective in advocating common ownership is the regaining, as of right, 
of their former status as producers of ton-miles, whether these ton-miles be 
rail or motor ton-miles or, for that matter, water or air ton-miles. (See pp. 202 
and 204-205 above.) 

It is proper, in considering legislation of this kind, to assume maximum 
possible use of the new privileges the railroads seek. Their candid statement 
about recovering lost ground is indicative of their basic objective. It is, as the 
railroads stated, “natural for them, with personnel trained in transportation, 
to wish to participate in furnishing the transportation which is desired by the 
public, to make use of the new technical advances which are continually changing 
our forms of transportation * * *.” (5) On the other hand, the railroads wish 
to direct as much traffic as possible to their rail plant in order that their 
investments may be put to effective use. (See pp. 8 and 21.) That rate 
cutting against motor carriers figures in their plans is shown by the quotation 
at page 202 above. It is also shown by the statement of President Roddewig, 
Association of Western Railways, that Congress, having given the railroads 
“greater freedom in establishing competitive prices,’ now should finish the 
job by turning to the field of service and remove all restraints upon railroads, 
as railroads, entering into motor, water, and air transportation (Record, p. 164), 

Since enactment of a revised rule of ratemaking in 1958, there have been 
railroad rate maneuvers of a varied and often an extreme nature, all claimed 
to be merely expressive of the inherently low cost of rail transportation, In 
fact, the railroads have keyed up their rate, cost, and market research ae- 
tivities for major drives against their competitors. They already have achieved 
some successes and they expect more. The trucking industry does not deny 
the railroads the right to compete vigorously, so long as the competition is fair 
and not merely destructive, is in keeping with the standards of the national 
transportation policy and the Interstate Commerce Act, and is not allowed to 
degenerate into a tussle between rail out-of-pocket costs and motor earrier 
full costs. If the trucking industry is hurt, it has no choice other than to 
adjust to the situation. If changes in the law are deemed necessary, it will 
press for them. The point is, however, that the railroads are seeking to bring 
traffic back to their rail lines on the basis of alleged or real advantages in 
rail costs. 

The bills providing for common ownership ostensibly present the other side 
of the railroad coin, if it may be granted that the railroads are sincere in their 
efforts to engage in all-motor, all-water, and all-air transportation. Their 
sincerity would be shown by an earnest intention and desire to develop each 
mode of transport in the same vigorous manner it has been, and is being, de- 
veloped under independent ownership. The advantages of motor carrier trans- 
portation, conceded by the railroads, would naturally lead to the development 
of motor carrier traffic at the expense of rail traffic and the railroads would 
end up doing more and more of the job solely by highway. Some of their 
statements are so worded as to lead the reader to conclude that it is their 
intention honestly to develop each mode of transport. 

On the other hand, they have insisted, and it is the basis of their drive for 
less regulation of competitive rates, that they must have more volume moving 
by rail or the entire rail structure is in jeopardy. Thus, the railroads are 
working both sides of the street. They urge they must have volume if they are 
to make effective use of their extensive plant and on this basis are being al- 
lowed to cut their rail rates. At the same time, wishing to use trucks freely 
wherever it serves their purpose to do so, they seek congressional approval of 
their plans for becoming carriers other than railroads. 

It is very difficult, however, for the trucking industry or anyone else to grasp 
the dimensions of the programs the railroads have in mind embarking upon if 
this legislation is enacted. On the one hand, the railroads indicate that their 
very existence depends on passage of these bills. Witness Roddewig said: 
“Congress must cope with the regulatory restrictions * * * if the railroad 
industry is to survive” (Record, 239). President Perlman, of the New York 
Central, also hinted at large-scale trucking operations when he stated: 

“We are in business to make a profit, and I assure you that we will not keep 
traffic on the rails that could more profitably be carried on other vehicles 
of the company. If that was not my belief and intention, I would not be here 
asking for freedom to use all the tools of the trade” (Record, 97-98). 
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On the other hand, railroad managements necessarily are deeply immersed in 
one field of transportation and have heavy responsibilities to railroad stock- 
holders and creditors. If railroad plant is to continue at about its present level, 
management will be held to account for further declines in the proportions of 
total traffic which moves over the rails unless it can be shown that, despite 
Jess use of the rail investment, net income is improved. This process, obviously, 
cannot be carried so far as to deprive railroad plant of a considerable part of 
its function. 

Sometimes this primary concern with rail transportation shows up in state- 
ments which scarcely support the two views set out above. Asked if he thought 
this legislation would be equally beneficial to employees and management of 
railroads, Mr. Roddewig replied: “Indeed I do. Indeed, I do.” A reversal of the 
downward trend in the rail share of total traffic, he said, “certainly would” 
mean more railroad jobs and perhaps opportunity for increased wages (record, 
169). Witness Melia, of the Union Pacific, said: ‘‘We cannot continue to 
lose it [high-class merchandise traffic] if we are going to stay in the railroad 
business” (record, 122). Witness Buland, of the Southern Pacific, quoted 
an economics professor who advocates transport-company setups “with the 
element of interagency competition eliminated” (record, 61). The witness 
may have been naive in this instance: on the other hand, the quoted words may 
reflect a deeper objective of railroads than ordinarily comes to the surface. 
The American people will not tolerate the revolutionary change envisioned in 
the professor’s academic plan or a railroad intention to effect a mastery over 
other forms of transportation, if such be their underlying, long-range objective. 

The inconsistencies in the railroad statements quoted above or perhaps sheer 
lack of knowledge on the part of management of what would be done with all- 
motor rights if they are obtained do not lay the basis for consideration of the 
proposed legislation. 


Conclusions as to common ownership 


Railroads urge that “times have changed” since Congress originally refused 
to give them the status of any other user of motor transportation and that, 
whatever merit the fear of monopoly may have had 25 years ago, there is no 
basis whatever for such fear now. They disavow any intention to raid the 
traffic of independent motor carriers, though actually they are doing this very 
thing this very day. They have announced highly ambitious plans to regain 
their former position. The trucking industry, faced with continuing and novel 
efforts of railroads to cut rates and aware of the potentialities of the proposed 
legislation, cannot afford to be complacent. The only sound position for the 
trucking industry to take is one of insistence on its being allowed to maintain 
its identity and strength and to grow in keeping with public demand. It 
would be derelict in the discharge of its responsibility to shippers if it con- 
sented to anything that would cause it to disintegrate or at least fail to 
progress. It is the railroads who must adjust their plants, operations, and 


attitudes to the new day in transportation. Their future depends on what 
they do as railroads. 


Workable alternatives to common ownership 


There are, however, two ways in which rairoads can share to a greater extent 
in the flexibility and other advantages of motor transportation and increase 
the use of their plant without seeking a dominant position in the motor transport 
field. 

The trucking industry long has advanced the proposition, for which it has 
regulatory agency support, that coordination should govern the relations between 
railroads and other carriers. Chairman Winchell expressed this thought as 
follows: 

“Specifically, we have felt that during the evolutionary period while this type 
of [coordinated] service was being developed, efforts by independent carriers to 
accomplish coordinated service through voluntary concurrence in through routes 
and joint rates should receive every encouragement. The present law, of course, 
permits such voluntary arrangements, and we believe that both the Commission 
and the Congress should do all they can to foster growth of such a trend” (rec- 
ord, 38). 

The railroads take a strong stand against joint-rate arrangements: 

“It has been said that the objectives sought through common ownership can 
be attained through coordination between rail and motor carriers, presumably 
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by the filing of joint rates. While joint rates may have their place in the 
transportation picture, they will not suffice. The parties to such arrangements 
remain competitors and it must be remembered that the truck always has an 
alternative method of movement. For selfish reasons each party will seek an 
advantage. There will be constant pressures as to who gets what in division of 
rates, who is to move the unrouted traffic, who will get the undesirable traffic, 
and who will get the long-haul. In a large part of piggyback, it is the trucking 
company which executes the bill of lading with the shipper, has all the contacts 
with the shipper and delivers the freight to the consignee. In these situations 
the railroad is only an intermediate carrier that has no contact with the shipper 
or the consignee. What would happen to a railroad which devoted much of its 
facilities to this type of piggyback if the trucking company should suddenly 
decide for any reason to go back to the highway? It is only reasonable that 
the railroads, with their much larger capital investment and as the provider of 
the main transport facility, should expect to have equal access to shippers and 
consignees. 

“There is also a disadvantage to the public interest in joint rates—an economic 
one. If the truck alone controls the traffic, it is highly questionable that the 
rate the shipper pays will, in time to come, be as reasonable as the rate that 
could be developed if all costs and facilities were under one ownership and 
management rather than two” (22-23). 

“Tt thus appears that from a practical and economical point of view intermode 
common ownership makes good sense and is clearly in the public interest. While 
different proprietary concerns can work together in a single coordinated moye- 
ment, there are well defined advantages in permitting a common ownership of 
the coordinating elements. There would seem to be no more reason why the 
truck and rail part of a single transportation movement should be under differ- 
ent ownership than there would have been to have compelled Henry Ford to 
assemble his autos from parts furnished by other manufacturers instead of 
constructing such parts himself” (24). 

These statements from Transport Diversification require challenge in several 
respects. (1) While conceding that joint rates “may have their place in the 
transportation picture,” the railroads make the far too sweeping statement that 
“the parties to such arrangements remain competitors.” A New England motor 
earrier, for example, could originate shipments at a point not served by a given 
railroad for movement by rail to a point in Colorado for ultimate motor carrier 
delivery to a point in Wyoming, all under joint arrangements, and so ona 
reverse movement. There are countless situations in which the relations of 
rail and motor carriers are complementary. In fact, a major railroad now has 
joint arrangements with a large and a smaller motor carrier and has stated that 
further developments of this kind are under consideration. The witness added, 
however, that he considered common ownership to be the ultimate answer 
(record, 139, 140, 141). Fair-minded railroad and motor carrier officials can sit 
down and negotiate joint arrangements of mutual advantage even where the 
earriers are “competitive.” Agreement can be reached in this way not only on 
divisions but also on “who is to move the unrouted traffic, who will get the 
undesirable traffic, and who will get the long-haul.” It appears that a very real 
part of the railroads’ objection to joint rates lies in the desire to capitalize on 
presently restricted motor operating rights. These rights were obtained in part 
as the result of the unwillingness of railroads to cooperate with motor carriers. 
This policy will pay off if these rights are converted, as the railroads hope they 
will be, into all-motor rights. The railroads then will be in a position to confine 
joint arrangements to their own motor subsidiaries and thus put an additional 
obstacle in the way of maintaining a strong independent motor common carrier 
industry. The motor carrier industry concludes that many opportunities for 
successful linkage of motor and rail transportation are being passed up, even 
though skillful negotiation may be required to develop these opportunities. If 
the railroads do not succeed in having the gates opened to all-motor operations, 
it is more than likely that they will change their attitude toward joint rates, 
to the advantage of all concerned. (2) The complaint in the same paragraph 
that, in a large part of piggyback, the trucking industry executes the bill of lading 
and has all contacts with shippers, while the railroad is “only an intermediate 
carrier,” is strangely inconsistent with the obvious fact that railroads are 
“intermediate carriers” as to freight forwarder shipments. Freight forwarders 
have the contacts with shippers and have control over the pickup and delivery of 
freight. Nevertheless, the railroads, far from discouraging forwarder use of 
piggyback services, are avidly encouraging it, even to the extent of offering rates 
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as low as 12 percent of first class for this high-grade traffic under so-called plan 
III piggyback. (3) In the same paragraph the railroads ask “What would 
happen to a railroad which devoted much of its facilities to this type of piggy- 
pack if the trucking company should suddenly decide for any reason to go back 
to the highway?” ‘This statement assumes a unilateral situation and the possible 
intransigence of only one of the parties. Either party is in a position to cancel 
the piggyback arrangement or suddenly make it impossible to offer, or accept, 
the service. The truth is that the greater risk, in the event of a sudden cessation 
of the agreement, would lie with the motor carrier. The railroad would not be 
hampered in any way in conducting its regular freight services. The flat cars 
used for trailer service generally would be usable for other services but, even 
if they became idle, regular rail service would not be impaired. The motor 
earrier, by comparison, would have reduced his investment in line-haul motive 
power and concentrated his invesement on local pickup and delivery equipment. 
Thus, a stopping of piggyback service would leave him unable to ccaduct a 
regular intercity service over the highway without making a new investment in 
line-haul equipment or finding a quick source of such units through a leasing 
arrangement. Financing a large investment of this kind on short notice might 
be very difficult. (4) The reference in the second quotation to relative costs is 
so hedged about and is so unsupported as not to require serious attention. 

An illustration of coordination of the kind the motor carrier industry has in 
mind is provided in the air-motor carrier field. Tariffs which provide for joint 
air-motor service are in effect today. The two industries, through appropriate 
committees, are exploring the feasibility and the means of developing joint 
rate arrangements on a much larger scale. Acquisitions of motor carriers, or of 
motor carrier operating rights, by air carriers do not figure in the picture, nor 
is the reverse true.° 

Motor carriers have found developments in the piggyback field varyingly bene- 
ficial and harmful. They consider plans II, III, and IV to involve certain un- 
lawful factors and have asked the Commission to reconsider its position on a 
number of doubtful points. On the other hand, plan I is desirable from both 
the railroad and trucker standpoints. It is believed that greater cooperation of 
motor carriers and railroads in the use of plan I holds out the best opportunities 
for transport coordination insofar as piggyback operations are concerned. Com- 
mon ownership is not involved. 


FACTORS IN THE CONDITION OF RAILROADS AND REMEDIES WHICH LIE PRIMARILY 
IN THE HANDS OF MANAGEMENT 


It is apparent from the foregoing review that the railroads base their argu- 
ment for common ownership to a considerable extent on the proposition that 
they need to use all media of transportation in order to pull themselves out of 
financial difficulties. See, in this connection, the statement of C. M. Roddewig, 
president of the Association of Western Railways that “Congress must cope with 
the regulatory restrictions * * * if the railroad industry is to survive” (record, 
p. 164). Believers though they say they are in the competitive system and 
using this competitive approach to the hilt in their rate maneuvers, the rail- 
roads fail to recognize that their common ownership program amounts to asking 
Congress for protection from the effects of economic changes and technological 
advancements. (See p. 203, above.) Stated in reverse, if the railroads were 
satisfied with their financial condition, there would be no agitation or need for 
common ownership, according to this argument. 

There is no logic in this appeal. If it were to be conceded that the railroads 
are not in good financial condition (a point to be examined presently), the 
argument amounts to asking for a far-reaching change in transportation policy on 
the basis of financial need. As a matter of fact, there is an inconsistency here. 
While some of the strongest advocates of common ownership may be for the 
present in a somewhat unsatisfactory financial condition, others rank high in 





5The railroads refer (35) to the “motor rights” of the Flying Tiger Line, Inc., for hauls 
in excess of 200 miles. The Civil Aeronautics Board, in the decision cited, merely stated 
that the air carrier could serve certain points by truck from named airports (presumably 
when the volume of traffic does not justify operations by air), but it expressly indicated 
that it had no authority to grant a right to perform such service. Far from authorizing 
such operations, it indicated that the Interstate Commerce Commission would have to 
determine whether the truck service would be exempt as being incidental to air trans- 
oo and, if it is not found so exempt, whether or not to issue the necessary operating 
authority. 
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present and prospective earning power. The strong and the less strong desire the 
Same change. 

When a request for aid of any kind is made, the first question normally asked 
is whether the aid is needed. Are conditions what they are stated to be? I¢ 
they are, the question then arises as to whether the supplicant for aid has done all 
in his power to help himself. Failure to obtain sound answers to these questions 
can have the serious consequences of abetting policies and practices which are 
not in the public interest and should disqualify the applicant for aid. 

The trucking industry is of the view that, in the process of trying to wear 
Congress down on the common-ownership issue, the railroads have failed, among 
other things, to prove (1) that their condition is such as to be a factor in the 
consideration of this drastic legislation and (2) that they have done all in their 
power to strengthen themselves by putting their own houses in order before 
seeking legislation to relieve them of conditions which in considerable part are 
of their own making, and at the expense of other modes of transportation. While 
in itself, proof of either point would not constitute a justification for the proposed 
legislation, the answers would provide background which Congress should have in 
dealing with this or any other legislation which the railroads are seeking. 

It is essential, in this connection, to allow for the fact that railroads differ 
markedly in many respects. Too often, answers are sought in terms of industry- 
wide averages. While these differences can be ignored in passing upon some 
types of legislation (for example, the legislation which in 1958 removed parts 
of the “agricultural exemptions’), other types will not accomplish their purpose 
if careful differentiation among railroads is not made in the diagnosis of the 
problem. The legislation here proposed clearly falls in this second group. For 
example, there is a change in the attitude of some railroad managements toward 
cooperation with motor carriers as contrasted with the rigid opposition of other 
managements to such cooperation. Another aspect of this unlikeness is the 
range in earning power referred to above. While legislation itself cannot 
classify railroads, it needs to be considered in the light of the fact that medicine 
that might be considered desirable for one portion of the industry might be wholly 
unnecessary for another. 


Factors in the evaluation of the condition of railroads 
(a) Financial condition of railroads 


The railroad industry referred to itself on the record of the hearing of the 
House subcommittee as a “sick industry,” an industry in a “deteriorating” con- 
dition, an industry “struggling for existence,” an industry in a “financial plight,” 
and in other similar terms. These generalizations are misleading. It is easily 
demonstrable that some railroads have good to excellent earning power, despite 
increases in labor and other costs and the presence of motor and other com- 
petition. Such roads may be in a “growth” section of the country or the answer 
may lie in efficient operations and aggressive management. At the other extreme 
are certain railroads which have been experiencing a decline in earning power 
in recent years (many of which are in the East) and some whose lack of earn- 
ing ability long antedates the rise of modern forms of transportation. The rea- 
sons are many: High-cost operations accentuated by recent rises in labor costs 
(for example, certain terminal operations), loss-producing commuter and other 
passenger-train operations, duplicating lines and other facilities, low rate of 
industrial growth, thin population, lack of efficient and alert management or 
below-optimum size of operation, competition, ete. The experience of these roads 
tends to be overemphasized in discussion of legislation. 

(1) Operating ratios and rates of return.—No one will dispute the debilitat- 
ing effects of the losses sustained in some passenger-train operations (passenger, 
express, and other services), though it may be noted that the impact of these 
losses is reduced by their effect on the railroads’ income taxes.’ Most railroads 
are doing well, however, on their freight operations. The following tabulation 





6 With an income tax rate of 52 percent for corporations earnirg more than $25,000, a 
railroad with net income from freight service of $10 million would have a Federal income 
tax of $5,200,000. Net income after taxes would be $4,800,000. If, in addition, this 
railroad experienced a loss of $5 million on its passenger-service business, its net income 
on all operations would become $5 million, its Federal income tax would be $2,600,000, 
and its net after taxes would be $2,400,000. Thus, the $5 million loss on passenger 
service would cost the railroad $2,400,000 in net income after income taxes. 
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gives a distribution of class I line-haul railroads according to their freight 
operating ratios in the year 1957. 
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Of the 110 carriers, 33 or 30 percent had freight operating ratios of less than 
65 percent and 55 or 50 percent had ratios of 65 to 75 percent. The average for 
all carriers was 69.58 percent as compared with 78.42 percent for all operations. 

Another means of demonstrating the general profitability and in many in- 
stances the excellent results of freight operations is provided by the rates of 
return earned in this service. These rates are shown by an analysis for 1956 
and 1957 prepared by the department of research, American Trucking Associa- 
tions, Inc., and presented as an appendix hereto. Cash and material and 
supplies as shown by year-end balance sheets were included with “investment 
in railroad property used in transportation service” less accrued depreciation 
and amortization to obtain the bases on which the returns were computed. These 
bases include, therefore, whatever the books showed, regardless of duplicative 
and other excess facilities. (This matter of excess facilities is discussed later 
herein.) Income taxes are deducted under the Commission’s accounting rules 
in arriving at the net railway operating income used in deriving rates of return. 
The method used in deriving the investment in facilities used in freight service 
is explained in the appendix. The method used is subject to the qualifications 
which go with shortcuts. It may be that the correct return on freight invest- 
ment only would fall somewhere between the returns shown as “freight return 
only on total investment” and “freight return on estimated freight invest- 
ment.”*" The greater the proportion of freight operating expenses the more 
closely the latter figure would deflect the true condition. In fact, 32 of the 110 
class I railroads conducted no passenger operations and other such railroads 
furnished only a small amount of passenger service. The average “freight 
return only on total investment” was 6.48 percent in 1956 and 5.96 percent in 
1957, as compared with “freight return on estimated freight investment” of 8.34 
and 7.58 percent. On the other hand, the return on total operations was 3.92 
percent in 1956 and 3.34 percent in 1957. 

An accompanying tabulation gives a distribution of carriers by rates of return 
on the respective bases. In 1956, 28.3 percent of the carriers earned 6 percent 
or more on total operations, whereas 57.5 percent were in this group when net 
railway operating income from freight operations is applied to total investment 
and 70.8 percent fell in this group when this income is applied to estimated 
freight investment. In 1957, a poorer year, these percentages were 21.8, 47.3, 
and 63.6. The 5 railroads with deficits on this last basis were small roads 
(average revenues of less than $5 million) and, except for the Grand Trunk 
Western, a Canadian-owned road, the 11 roads with a return below 3 percent 
had revenues of only about $8.3 million per carrier. On the other hand, various 
other small railroads had good returns. The larger railroads which earned 
less than 6 percent of this basis were the Pennsylvania (5.73 percent), New 
York Central (5.91 percent), Northern Pacific (5.97 percent), Chicago & North 
Western (5.46 percent), and Texas & New Orleans (4.67 percent). In 1957, 14 
railroads earned over 10 percent on estimated freight investment; in 1956 there 
were 23 such roads. The 31 roads which provided no passenger service in 1957 
averaged a 6.54 percent return, with a range from a deficit of 1.11 percent to a 
return of 14.43 percent. 





7 See, however, footnotes in the appendix. 
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For illustrative purposes, the rates of return on (a) total operations, (b) 
freight return on total investment, and (c) freight return on estimated freight 
investment of the 7 roads for which witnesses appeared at the House hearings 
are set out below. 





Rate of return (percent) 























Railroad Basis (a) hE Basis (6) Basis (c) 
1956 | 1957 | 1956 “ 1957 1956 | 1957 
- . betessnenstintehonmanel nfinarnniancene cmscaeiall 
| 
Atchison, Topeka & Santa Fe mee niente 4.74 4. 03 8. 55 7. 84 11. 98 10. 65 
Chicago, Rock Island & Pacific. _._-------} 3.78 2. 65 7.06 6. 45 9. 84 8.29 
Illinois Central a ‘ wii basi 4. 57 3. 32 7. 65 | 6. 50 9.76 8.97 
New & Ore Central... 25-225 is sewn -3t 2. 96 1, 48 | 5. 41 4.10 7. 94 | 5.91 
Northern Pacific__-.-_-- semrivae~ tek adoken 2. 53 2.39 | 4.7 4.80 5. 84 5.97 
Southern Pacific___---.--- preety 2. 76 2.94 | 6.17 6.03 7 OF | 770 
Uition Pacifies..---.---.-. 2-2-2 2. else 3. 40 3.08 | 6.91 6.57 | 9, 22 | 8. 68 








These seven railroads had total operating revenues in 1957 of over $3 billion, or 
about half as much revenue as all motor carriers subject to ec onomic regulation 
by the Commission earned in that year. 

Distribution of class I line-haul railroads by rates of return on various bases 


TOTAL OPERATIONS 
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The average returns on bases (b) and (c) compare favorably with those for 
other regulated industries which have heavy fixed investments, such as electric 
utilities and telephone companies. The loss lines of railroad business should 
be given up, rendered whole by public aid, or turned into profitmakers by operat- 
ing and other changes. More will be said on these points presently. Losses in 
passenger-train services should not be used as an argument for the wholly un- 
related change in policy proposed in the bills before the subcommittee. 

(2) Receiverships and trusteeships before and after the-rise of motor com- 
petition.—The tendency to look upon competition, especially motor competition, 
as the principal factor in the difficulties which certain railroads are experiencing 
overlooks the fact that some railroads were in serious trouble long before the rise 
of motor transportation. While the sources of some of these basic troubles 
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have been eliminated, certain other ones persist. There are various ways of 
demonstrating how long standing the problems of some railroads have been. 

The horseless carriage was about to be born in the year 154. In that depres- 
sion year 40,819 miles of railroad were in the hands of receivers or 22.8 percent 
of all railroad mileage.” By 1905, just prior to the passage of the Hepburn Act 
and the beginning of effective regulation of the railroads, this mileage had been 
whittled down to 796, but by 1916, a year close to the end of the so-called re- 
strictive period of railroad regulation but still prior to the rise of any signifi- 
cant amount of motor transportation, it had risen to 37,353 miles, equivalent to 
14.7 percent of total mileage. By 1928 this figure had fallen to 5,236 miles, 
put the depression of the 1930's drove it to a peak level (41,698 miles operated by 
receivers or trustees in 1933 and 77,013 miles—32.8 percent—in 1939). In 1958 
the mileage so operated was 1,040 or less than 0.5 percent of total mileage. In- 
cluded was the Florida East Coast, with 566 miles, now in process of being re- 
leased from trusteeship. Most of the companies involved in this long record 
were small, but the list of large lines which went into receivership, sometimes 
more than once, before there was any thought of motor transportation includes 
such familiar names as the Atchison, Topeka & Santa Fe, Baltimore & Ohio, 
Boston & Maine, Minneapolis & St. Louis, Missouri-Kansas-Texas, Northern 
Pacific, Pere Marquette, St. Louis-San Francisco, Texas & Pacific, and Wabash. 

(3) Dividends before and after the rise of motor competition——Another dem- 
onstration of the influence of factors other than motor competition is found in 
the record of dividends paid. This record will be divided for the present pur- 
pose into two broad periods, one prior to 1920 and one beginning in 1920. Use 
of this dividing line clearly, however, assigns too early a date to the rise of 
commercial motor transportation competitive with rail transportation. Some 
1,108,000 trucks were registered in 1920, but most of them were small and used 
within cities or on short hauls over inadequate highways. Registrations of 
passenger cars numbered about 8,132,000. 

The table in appendix 2 gives the ratio of dividends declared to stock outstand- 
ing. Except as indicated, the figures relate to all line-haul railroads. This 
ratio obviously is lower than the ratio of dividends declared to stock yielding 
dividends. For example, in 1958, when 70.45 percent of the stock yielded divi- 
dends, the ratio shown in the table was 5.93 percent, whereas the ratio on stock 
which paid dividends was 8.41 percent. From 1948 to 1958, the latter ratio rose 
from 5.20 to the aforementioned 8.41 percent. 

From 1882 to 1919 (38 years), there were 20 years in which the average ratio 
of dividends declared to all stock was less than 3 percent, 14 years in which it 
was 3 to 5 percent, and 4 years in which it was 5 to 6 percent. On the other 
hand, from 1920 to 1958 .(39 years) there were 12 years in which the ratio was 
less than 3 percent, 16 in which it was 3 to 5 percent, 9 in which it was 5 to 6 per- 
cent, and 2 in which it was over 6 percent. These 2 years were 1930 and 1957. 
The depression of the 1930's and that of the 1890's necessarily reduced dividends 
severely. 

Also shown in appendix 2 is the percent of stock which yielded dividends. 
Data. are not available for the years 1882 to 1887. In the 32 years from 1888 to 
1919, there were 3 years in which less than 30 percent of the stock yielded divi- 
fends, 7 in which 30-40 percent yielded dividends, 3 in the 40—50-percent group, 
6 in the 50-60 percent, and 13 in the 60-70 percent. In the 39 years, 1920 to 
1958, there were no years in which less than 30 percent of the stock yielded divi- 
dends, 9 years in the 30—-40-percent group (8 of which were in the depression 
1930's), 1 in the 40-50, 9 in the 50-60, 6 in the 60-70, 10 in the 70-80, and 4 in the 
80-90. 

It may be urged that the changes in the ratio of dividends declared to all stock 
and in percent of stock-yielding dividends are traceable in part to reorganizations 
of financial structures and the dropping out of railroads. Total railroad capital 
(common and preferred stock outstanding and funded debt unmatured out- 
standing) actually outstanding in 1958 was $18.2 billion, or 16.7 percent less than 
the $21.9 billion of 1920. Funded debt unmatured outstanding declined from 
$21.8 to $10.4 billion, or 18.5 percent, and stock fell from $9.1 to $7.8 billion, or 
14.1 percent. Stock outstanding rose from 41.6 percent of total capital in 1920 





*Figures used are from Interstate Commerce Commission, Bureau of Transport Eco- 
nomics and Statistics, “Receiverships and Trusteeships. 1894-1942” (statement No. 4341). 
Statistics of Railways in the United States.” and “Transport Statistics in the United 
Sea a Provision for trusteeships under sec. 77 of the Bankruptcy Act came in 
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to 42.9 percent in 1958.° These data relate, with minor exceptions, to all line 
haul railroads and their lessors. The degree to which the railroads have rig 
themselves of overcapitalization or, in the case of smaller railroads, have gone out 
of business is a measure of financial improvement which has occurred in the 
industry and therefore is pertinent here. Other factors, of course, helped to 
produce the improvement in the showing of the two developments analyzed above, 

There are other and in some respects more searching measures of financial con- 
dition. Coverage of interest charges and the ratio of net income to capita] 
stock show material improvement in the recent period. High gross capital ex. 
penditures ($13.5 billion, 1946-57) are very significant. On the other hand, 
stress on rates of return assumes there are no obsolete and excessive facilities in 
the investment accounts as well as complete efficiency of management. Evidence 
to the contrary is given shortly. .The present emphasis on out-of-pocket costs 
shows the small immediate railroad interest in the “fair-return” concept. The 
panie charge in 1958 of undue depletion of working capital and predictions ag 
to bankruptcies need appraisal. Also questionable are restatements of net in- 
come and other factors on a constant-dollar basis and complaints that depre 
ciation charges do not match the higher costs of replacements. 

Also much talked about in 1958 was the inability of railroads to raise funds 
needed for improvements. The fact is, however, that capital expenditures, 
financed internally or by borrowing, have been large in the recent period. There 
has been rather limited use of the guaranteed loan provision of the Transporta- 
tion Act of 1958. It may be asked whether the issuance of capital stock is the 
impossibility it has been widely advertised to be. While some railroads may not 
be in a satisfactory position to raise capital funds, it would be a mistake to 
assume that this condition is general. 

The preceding discussions of factors which bear on the financial condition 
of railroads could well be supplemented, of course, by careful analyses of impor- 
tant railroads, individually. The trucking industry suggests the desirability of 
having such analyses made. The results could not help but throw much light on 
conditions of which Congress, the public, and others are not fully aware. 


(b) Changing ratio of railroad to total traffic 


This subject was discussed at pages 203-205 above. It was shown there, first, 
that changes in production, utilization, and distribution patterns explain much 
of the failure of railroads to maintain their former relative position in freight 
traffic, and, second, that, while outside competition has been a recognized factor, 
this competition is the natural result of technological advances and benefits the 
public. Thus, the service advantages of the truck have been enormous. The 
growth of low-cost pipeline transportation is another example of such benefits, 
It was shown, further, that the statistics generally cited on the changing par- 
ticipation of the several modes of transportation in the country’s traffic, measured 
by ton-miles, exaggerate the extent of railroad losses to motor transportation. 
Also to be noted is the fact that rail ton-miles in 1955-59 exceeded those of 1939- 
41 by 53 percent. The ambition of the railroads to reverse their traffic losses 
and to build back to their earlier relative share of traffic has been set out at 
various other points. Further discussion is not required here. 


Need for reevaluation and improvement of railroad plant and operations 


The railroads base their drive for all-motor, all-water, and all-air rights in 
part on the proposition that the granting of such rights will mean the difference 
between the success and failure of the railroad industry. Their desire to expand 
into other fields, if sincere, generally would mean, however, less emphasis on use 
of railroad plant, despite statements about the advantages of “integration” of 
rail with other facilities. 

With complete loss of function, many marginal (branch lines) have disap- 
peared. (Motor competition, by the way, was only one of several causes of this 
loss of function; for example, exhaustion of natural resources was a Very im- 
portant factor.) The process of abandonment continues. The railroads have 
shown their confidence in the future of the basic railroad structure by the 
large capital outlays they have made on it. Further improvements are being 
announced from week to week. The primary responsibility of railroad manage- 
ments to stockholders and creditors is tied up with this structure. Present 
keyed-up efforts to divert traffic from motor and water carriers are in line with 
this prime interest in railroad plant. Moreover, if history repeats itself and 





* “Transport Statistics in the United States, 1958,” pt. 7, table 155. 
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present hostile attitudes persist, the real interest of at least some railroads in 
engaging in other forms of transportation would be to burrow from within and 
undermine what now are independent branches of transportation. If such a 
policy could be made effective, the result would be the ultimate restoration of 
railroad plant to something approaching its former unique place in the transpor- 
tation of this country. , hy 

Thus, the railroads would engage in a series of individual tugs of war, caused 
py the incongruity of trying to ride too many horses or, otherwise stated, of try- 
ing to compete with themselves. é : / 

The motor carrier industry feels that public policy and legislation of the kind 
sought by the railroads cannot rest on such uncertain, divided motives. Some 
railroads have defined plans, but many, if not most, of them may come to reach 
out blindly and in a very big way to get into other forms of transportation. The 
motor carrier industry can draw no conclusion other than that the railroads, 
with their large investments in fixed and other railroad facilities, many of which 
are the finest attainable, should be directed to concentrate their efforts on the 
jron horse and not try to maintain a whole stable of horses. Such a policy 
would be in keeping with the traditional attitudes of railroad managements 
and with their obligations to providers of railroad capital. 

These remarks do not signify, by any means, that all of the present railroad 
plant should be preserved. This sprawling maze of uncoordinated lines needs 
trimming and shaping up. If realistic measures are adopted, the railroads will 
have a bright future as railroads. The future would be even brighter if the 
general opposition to coordination with independent modes of transportation no 
longer prevailed. As stated earlier, it is more than likely that a change of atti- 
tude will follow upon a realization by the railroads that they cannot make forays 
into other fields of transportation as their self-interests dictate. 


(a) Bringing railroad plant into line with needs for railroad service 


The difficulties which some railroads are experiencing today are the result 
in part of the way in which the railroad plant was developed, with its duplica- 
tive mileages, strongly entrenched positions of individual railroads in various 
terminal areas, and the traditional individualism of railroad managements. As 
the Commission said in an extensive probing into the railroad problem in its an- 
nual report for 1938: “many railroad lines in the past were improvidently 
planned and projected, and some of them should never have been built.” The 
Commission added that the existence of many large “systems” and still more 
numerous smaller carriers, with the competition that results, “is generally recog- 
nized” to be “productive of a great amount of duplication and other forms of 
waste.” In its annual report for 1939 the Commission used even stronger 
language in its reference to: 

“* * * the problem of the great wastes in railroad operation which are now 
conceded to exist and which grow out of the fact that there are such a throng 
of separate and independent companies which duplicate and multiply services 
beyond any public need, and indeed to public disadvantage, and which find it im- 
possible to cooperate adequately in the accomplishment of various common ends.” 

In an earlier report, for 1931, the Commission referred to “new conditions 
which will compel changes in methods of operation, manner of service, and price 
policies.” It pointed out the similarity to the situation “which frequently con- 
fronts private, competitive industries, and they have become accustomed to 
such readjustments by force of necessity.” While recognizing a difference 
between railroads and other industries, the Commission expected the railroads 
to rise to the needs of the situation. 

“The traditional individualism of railroad managements” was referred to 
above. A very frank statement on this subject was made a short time ago by 
Mr. J. P. Hiltz, vice president, operations and maintenance, of the Delaware & 
Hudson Railroad, in “RRs Warned: Unify or Die,” Railway Age, December 15, 
1958, page 41. This article has a distinct bearing on various of the discussions 
which follow. 

Mr. Hiltz said “we have yet to accomplish a unified approach to many of our 
common problems” and gave a number of illustrations of this point: 

“One railroad solicits all types of perishable freight and insists it makes 
money from handling it. Its connecting line does everything possible to dis- 
courage certain types of perishable commodities and will not join in the estab- 
lishment of schedules which could bring this business to the service route * * *, 
One railroad feels that certain interline passenger service is profitable and would 
like to improve service and schedules. The connecting line is no longer inter- 
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ested in passenger service and despite the high train earnings of a particular 
run will not join in a program of improvement. One railroad likes piggyback— 
the next one doesn’t. One believes in furnishing the shipper special equipment 
in order to retain his business—the other says it is not an economical propogi- 
tion. One swears by the ‘cycle’ method of track maintenance—his neighbor 
deplores its use. And so on, far into the night.” 


Conceding that “a certain amount of disagreement is desirable’ and that con- 
ditions peculiar to certain railroads cause “different outlooks on certain mat- 
ters,” the D. & H. official said: 

“However, I contend that none of these reasons, nor many others which could 
be advanced, can account for the lack of unity in the railroad industry. It can 
only be accounted for, in my opinion, by shortsightedness, stubbornness, and 
selfishness. It can only lead, and again in my opinion, to the eventual destrue- 
tion of our industry * * * I feel that the real reason we don’t effectively com- 
pete with the trucks is because we don’t know how to compete, except among 
ourselves.” 


The point was illustrated by the recent adoption of “considerably improved 
schedules” by one railroad “in a certain section of the country” to get ahead of 
its railroad competitors: 

“All of these roads have been forced to establish expensive, high-speed sery- 
ice, none of which can meet the truck schedule and all of which can only be 
dependable if all the breaks are with it. I think it is about time that we admit 
that we cannot compete with truck speeds on either a short- or long-haul basis 
and still retain our economic advantage. This is not defeatism—it is realism.” 

Mr. Hiltz’ remarks amply demonstrate that many of the railroads’ troubles 
arise from discord within the family. They also indicate that the railroads 
face a task of reorientation of their attitudes and thinking if they are to be 
come better and more efficient public servants. The present emphasis on joint 
research should be of considerable assistance in this respect. Until the rail- 
roads have progressed as far as possible in breaking down this resistance to 
cooperation among themselves, with its serious effects on costs and service and 
therefore on the public interest, they are not entitled to come before Congress 
with claims that they are an efficient but “sick” industry in need of opportunity 
to go into some other business to save them from disaster. 

As will be shown presently, the railroads in certain respects have responded, 
though often tardily, to changes in conditions. More adaptations to new situa- 
tions may be looked for. The fact remains, however, that on the whole the 
band of the distant past has not relaxed its iron grip and that many of the 
railroads’ present troubles would not plague them, and their competitors as well, 
if more restraint and judgment could have been exercised in the spreading of 
the railroad network, if there were fewer railroad managements, and if more 
of a give-and-take attitude, as in the use of terminals or terminal sites, were 
present. While much obsolescent mileage bas been eliminated, the lines so 
scrapped generally have been minor ones. The number of class I railroads 
which have gone out of existence and the mileages involved have been very 
small. The central core of the lines laid down in an early period of generally 
feverish promotion and in a later period of more calculated maneuvers which 
involved further duplications of lines as well as broader coverage of the areas 
served remains much as it was. There hnve been, of course, many relocations 
of stretches of track and a vast improvement of lines which carry the greater 
volumes of traffic. Only in 1920 was the Commission given authority to sub 
ject new construction projects to the test of the public interest. Nearly a cen- 
tury of uncontrolled development left its lasting mark. 

Means of effecting adaptations of railroad plant to present and future needs 
for railroad service include (1) consolidation of railroads, (2) “rationalization” 
of plant through joint action by two or more railroads, and (3) “rationaliza- 
tion” of plant through actions by an individual railroad. 

(1) Consolidations.—For convenience, this term is used here in a broad sense 
to include any acquisition of control which makes it possible to treat two or 
more railroad properties as a single property. The means may be consolidation 
or merger in a technical sense, purchase through exchange of securities or 
otherwise, and some types of leasing. 

The purposes which lie behind consolidations rarely are simple. The emphasis 
in some instances is on gaining control of traffic or reduction of competition. 
In others, of particular interest here, the emphasis is on the elimination of dupli- 
‘ative facilities and services and other adjustments of plant and operations to 
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effect economies. More specifically, these objectives include the concentration 
of traffic on the most direct lines or on lines which are the most economical to 
operate, the attainment of a better balance of traffic to enable more effective 
use of equipment and manpower, reduction in the number of terminals, stations, 
and repair and other facilities, and more effective utilization of supervisory 
and headquarters staffs through concentration of work and reduction of paper- 
work. Consolidations also would lessen the areas of disagreement or unco- 
operativeness of managements. Improvements in service would accompany 
various of these changes. , ; 

A statement, which bears on consolidation and other matters discussed herein, 
provides strong endorsement of the trucking industry’s position on these sub- 
jects. , ah ; 

Senate Report No. 1647, “Problems of the Railroads,” which accompanied the 
pill which became the Transportation Act of 1958, stated : 

“The railroad industry has not, in the subcommittee’s opinion, been sufficiently 
interested in self-help in such matters as consolidations and mergers of rail- 
roads; joint use of facilities in order to eliminate waste, such as multiple termi- 
nals and yards that require expensive interchange operations; reduction of 
duplications in freight and passenger services by pooling and joint operations; 
abandonment or consolidation of nonpaying branch and secondary lines: abolish- 
ing of unnecessarily circuitous routes for freight movements ; improved handling 
of less-than-carload traffic; coordination of transportation services and facilities 
by establishment of through routes and joint rates with other forms of trans 
portation ; and modernization of the freight-rate structure, including revision of 
below-cost freight rates to levels that cover cost and yield some margin of profit 
as well as adjustment of rates excessively above cost to attract traffic and yield 
more revenue” (5). 

“A fourth reason is the attitude of some railroad managements. There has 
been a failure to recognize changing conditions, times, and tastes. A failure to 
compete aggressively for business by use of modernized equipment, by adjust- 
ments in plant and financial structures, as well as failure to adjust rates to 
compete effectively for traffic” (4). 

Railroad interest in mergers is noted in “Consolidations and Mergers in the 
Transport Industry,” a statement submitted to the Senate Transport Study 
Group by the Association of American Railroads in February 1960, and is shown 
in statements of railroad officials. While it has carried through into a few recent 
consolidations and proposals or talking as to others, this interest needs to be 
accentuated. 

Consolidations are not achieved without much planning and effort. In addition 
to the evaluation of the effects of various possible changes in facilities and oper- 
ating factors if common control is acquired, many internal and external interests 
must be dealt with before the possibility of a given consolidation can became a 
reality. Section 5 of the Interstate Commerce Act sets up standards which must 
be met, security holders must be satisfied, labor may object, though the Washing- 
ton agreement and sections 5(2) (c) and (f) provide protection from the effects 
of consolidation, community complaints must be dealt with, and in some instances 
officers interested in retaining jobs must be mollified.” The effect on interchanges 
of traffic with other railroads is, of course, a very troublesome factor to be con- 
sidered. As mergers or talks of mergers proceed, other railroads may see need 
for taking action in self-protection, whether by mergers of their own or other- 
wise. The emphasis on the maintenance of competition among railroads, which 
was a serious obstacle to consolidations under the Transportation Act of 1920, 
appears unnecessary under present conditions of competition among modes of 
transportation, so long as other modes remain independent of rail control. The 
Commission seems to have reduced materially its emphasis on this factor accord- 
ing to its recent decisions. (See “Consolidations and Mergers in the Transport 
Industry,” pp. 24-28.) Any abatement of this competition, such as the railroads 
may hope to effect in various ways, as by becoming all-out motor carriers, would 
have to be kept in mind, however, in this connection. 

The initiation of consolidations is entirely in the hands of the railroads and the 
financial institutions which interest themselves in railroad affairs. Where in- 





See “Consolidations and Mergers in the Transport Industry,” pp. 21 ff., for another 
statement of these obstacles. The Washington agreement, entered into by railroads and 
labor organizations in May 1936, still is effective. It provides either dismissal wages ora 
separation allowance for employees affected by unifications, plus provisions for mainte- 


nance for 5 years of the existing rates of pay for demoted employees and compensation for 
moving expense. 
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terest lags or opposition occurs, legislative or regulatory proddings can bring 
pressure to bear. 

Realistic estimates of potential savings through consolidations would require 
a large-scale study of defined plans. The trucking industry does not know how 
much merit there is in an estimate of Mr. Gilbert Burck in Fortune Magazine 
August 1958, that savings of $1 billion annually could be obtained if all railroads 
were united into four noncompetitive regional systems. This estimate finds little 
support in the forecasts of savings of $3 million and $12 million referred to jp 
the Commission’s recent decisions approving the merger of the Nashville, Chatta- 
nooga & St. Louis into the Louisville & Nashville and of the unification of the 
Norwalk & Western and the Virginian. These estimated savings are not fully 
available immediately and are subject, of course, to change in the light of expe 
rience and future developments of traffic. Also, four regional systems would 
introduce many savings, obviously, of a kind which are not present in piecemea} 
types of consolidation. Various plans have been suggested, from one which calls 
for a single railroad for the entire country up to the more modest forecast of 
President R. S. Macfarlane, of the Northern Pacific Railway, that there may be 
about 25 large systems in the next 15 or 20 years. The trucking industry doeg 
no more than say that the savings from consolidation on a piecemeal basis seem 
to be considerable and that, up to a certain point, the savings would be magnified 
as the number of emerging systems is reduced. 

No more need be said on this subject. The railroads themselves have made 
the trucking industry’s case by repeated statements that consolidations are 
needed for the economies involved and to aid the railroads in this new era in 
transportation. Mr. A. J. Greenough, president of the Pennsylvania Railroad, 
has provided an excellent statement of the railroads’ viewpoint, as reported in 
Traffic World, March 26, 1960, page 199: 

“Mr. Greenough having said that ‘our industry must face up to the simple fact 
that there are just too many railroads in the country today for their own good 
and for the public’s good, and that mergers and the consequent elimination of 
duplicate facilities and wasteful competition within the industry are the only 
solution.’ The industry, he declared, had been defending the indefensible cost to 
shippers of the duplication, ‘implicitly at least,’ by inaction. He said that inae- 
tion had ‘dangerous repercussions on the welfare of our customers, our suppliers, 
our stockholders, and the long-range security of personnel and officers,’ and 
added: 

“*While my remarks have been directed primarily toward the benefits to be 
derived from so-called “side by side” mergers, at the same time the many advan- 
tages of intersectional “end to end” mergers should not be overlooked. 

“*Aside from economies to be obtained through consolidation of certain man- 
agement functions, such mergers would undoubtedly serve to alleviate the present 
conspicuous disagreement and growing trend toward sectional self-interest in our 
industry, which is now resulting in a divided house on so many important 
issues.’ * * *” 

(2) “Rationalization” of railroad plant through joint action—The general 
type of action referred to here can be illustrated by citing a recent example. In 
Finance Docket No. 20837, Great Northern Railway Company and Minneapolis, 
St. Paul and Sault Ste. Marie Railroad Company—Joint Use, Etc., in North 
Dakota, the Commission had before it an application of two railroads to rid 
themselves of excess facilities. It authorized joint ownership and use of certain 
lines and stations in four North Dakota counties and the abandonment of other 
lines and stations. The Great Northern contributed 32.08 miles and the Soo Line 
15.08 miles and will abandon 14.2 and 30.59 miles, respectively. Connecting lines 
to be constructed total 3.24 miles. Thus, a net saving of 41.55 miles of line will 
be achieved. Three stations will be abandoned, with joint use of the stations 
remaining. The Commission found that operating economies and « strengthening 
of financial structures would result, without any change in service to shippers. 
Provision was made for the protection of displaced employees. 

Another illustration is provided by the approval given in 1958 in Finance 
Docket No. 19989 to a plan which called for joint utlization by the Erie and the 
Lackawanna of the Erie’s main line between Binghamton and Gibson, N.Y., 76.2 
miles, of the Erie’s freight and passenger stations (except at Binghamton, where 
the Lackawanna’s facilities would be used), and of about 20.3 miles of Lacka- 
wanna line and connecting tracks at four points. Construction of less than 1 
mile of connecting tracks and abandonment of 54.2 miles of line of the Lacka- 
wanna, with substantial recovery of salvage value, were involved. Savings were 
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estimated to exceed $1 million annually. There was only a nominal reduction 
in service. Some objections by local governmental units had to be considered. 
The Commission noted that the lines in question were virtually parallel to each 
other and never more than 1.5 miles apart. 

The Commission doubtless had in mind steps of the kinds illustrated above 
when it said in its annual report for 1956. 

“With a vast fixed plant developed over the years, largely on a competitive 
pasis, there is need for adjustments of facilities to present traffic conditions and 
increases in maintenance, tax, and other costs” (p. 15). 

There are widespread opportunities for economies through joint action. Un- 
questionably, there are main lines of important and less important railroads 
which carry so little traffic in even good years as to make them a burden on the 
railroads involved, on the railroad industry, and on the shipper. Consolidations 
would cure this condition in part, but there is an immediate need for searching 
examination of the functioning of the varied parts of the complex railroad 
plant. A specific recommendation on a phase of this matter was made in the 
Commission’s annual report for 1954: 

“There also is a question whether surveys would not indicate the possibility 
of eliminating or downgrading certain tracks which closely parallel the tracks 
of other railroads, through greater use of the long-established device of trackage 
rights. The savings where opportunities of this kind exist could be of material 
benefit, without undue sacrifice of the interests of any of the railroads involved” 

. 7-8). 
7 the following year the Commission added : 

“In our report for 1954 we also raised the question whether railroad manage- 
ments have given sufficient attention to the possibilities of pooling and of 
eliminating certain tracks which closely parallel tracks of other railroads, 
through greater use of trackage rights. No instance of pooling to effect operat- 
ing economies has been brought to our attention in the year. There has been 
some indication of efforts to effect changes of the latter kind and of joint use 
of other facilities, with abandonments or other disposal of certain facilities. 
In a similar effort to reduce costs, including property taxes, reductions in the 
number of tracks in multitrack lines are occurring, with resort to centralized 
traffic control or other signal improvements” (pp. 10-11). 

In its annual report for 1949 the Commission referred to the need for all 
possible attacks on the problem of obtaining greater efficiency, particularly in 
high-cost or high-loss areas, such as terminal operations (pp. 3-5). In its re 
port for 1954 the Commission said: 

“Other and more important aspects of the problem of adapting railroad plant 
and operations in ways which will enable reductions of costs and improvements 
of service also appear to merit active consideration by railroad managements. 
Cooperative investigations of the possibilities of effecting economies through 
unifications of terminal facilities might point to steps which could prove very 
beneficial * * *” (p.7). 

The Federal Coordinator of Transportation (the late Joseph B. Eastman) 
had studies made of the economies which could be achieved by terminal unifica- 
tions. The savings found were substantial. The trucking industry has no 
opinion as to the merits of the specific findings, though it may note that the 
Commission expressed disappointment over the critical attitude of the railroads 
toward the Coordinator’s estimates of savings in this area and in others. (Hmer- 
gency Freight Charges, 1935, 215 I1.C.C. 439, 461.) It later stated that the 
Association of American Railroads, though formed in part to bring about econ- 
omies through voluntary cooperative action of the railroads, had not, to its 
knowledge, shown “important accomplishments * * * along these lines” (an- 
nual report, 1937, p. 10). A similar conclusion was reached in “Investigation of 
Railroads, Holding Companies, and Affiliated Companies,” additional report of 
the Committee on Interstate Commerce pursuant to Senate Resolution 71, Re- 
port No, 26, part 2, 77th Congress, 1st session. 

In its report for 1947 the Commission again indicated concern about terminals 
and noted the principal obstacles to unifications. It pointed out that rising costs 
“have fallen with particular severity on terminal operations,” especially in the 
eastern district, and referred again to the Federal Coordinator’s estimates of 
savings, with the observation that the savings undoubtedly would be greater at 
this time. It added: 

“Heretofore the principal obstacles to unification of terminal facilities and 
operations have been either passive or active resistance on the part of railroads 
having advantageous locations in terminal areas and the opposition of em- 
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ployees whose jobs would be affected. Another complication is due to the fact 
that terminal properties which would be abandoned are often subject to mort- 
gages securing bonds, These difficulties are formidable and thus far have pre- 
vented any important accomplishments in terminal unification. Since World 
War II, this problem has taken on added significance because of a rising spiral 
of costs and the efforts of the rail carriers to solve such problems by general 
rate increases” (41). 

Railroads recognize, of course, the importance of improving terminal opera- 
tions and reducing terminal costs." An article on “The Action Page” of Railway 
Age, June 1, 1959, page 38, entitled “Get Those Terminal Costs Down,” tells much 
of the story, Its thesis is that “one of the most serious difficulties which cop. 
front the railroads [is] excessive cost of terminal handling of freight cars.” The 
principal reason for this problem is, it is said, the 304-percent increase, 1988 to 
1958, in total compensation of yard enginemen and switchmen as compared with 
the 177-percent increase in the case of road freight enginemen and trainmen, 
The article states: 

“It just costs too much money to switch cars—especially to pick them up at 
the shipper’s plant and to set them out at the consignee’s place of business, one 
or two at a time. Modern (automatic) yards and other such improvements 
have greatly reduced the cost of intermediate handling. But originating the 
freight and delivering it at destination is the same (retail) operation it was 
30 years and more ago.” 

Again: 

“The truck operator goes into a plant with 1 man and takes away 15 or 20 
tons in a trailer. The railroad goes in with 5 men to take away a boxcar 
with 30 or 40 tons. Thus, in terminal pickups and deliveries, the truck uses less 
than half the manpower in ratio to the load than the railroad does. It takes a 
good long haul, at the railroad’s lower line-haul costs, to offset the handicap 
of excessive cost of terminal handling.” 

An illustration of what this haul must be is given and examples of ways of 
dealing with the problem are offered. 

Another aspect of the terminal problem is discussed in ‘‘Let’s Look at the 
Gateways,” an article on “The Action Page” of Railway Age for August 12, 
1957, page 50. Gateways are defined as “places where the railroads serving 
one territory connect with those serving another.” Getting a car through some 
gateways “often requires as much time as would a line-haul of 1,000 miles.” 
Delays are bad from a service standpoint and interchange “carried on by a 
multitude of crisscross movements of a few cars each” creates a cost burden. It 
is stated further : 

“Gateway operations have been improved in some places—but probably not, 
on the average, to the degree that on-line operations have, on most progressive 
railroads. In other places, where gateway operations differ but little from those 
of a half century ago, then every railroad entering that gateway suffers from 
lack of modernity. A railroad just isn’t thoroughly up to date—no matter how 
modernized its own operations may be—if its mechanism of connection with 
other railroads is slow and expensive, because gateway operations have not 
been modernized. 

“Most of the gateway operations ‘just growed,’ and improvements have usually 
been piecemeal. Railroad lines were built from different directions into a 
common meeting point, and interchange routes were developed one by one. 

“Few of the gateway operations have had the advantage of comprehensive 
planning * * *” 

There are indications, it is stated, that managements are becoming more 
aware of the importance of gateway performance. It is urged that improve- 
ment in this area is entitled to a share of available funds. 

Whitten, pointing out that freight car utilization is, “perhaps, the single most 
Symptomatic measure of rail efficiency,” finds that “poor utilization of car fleet 
shows worsening trend.” An average movement of 45 miles per day at 188 
miles per hour means that cars are in road movement about 2.4 hours per day 
or 10 percent of the time, of which, however, only 6.2 percent represents loaded 
movement. Loading below weight carrying capacity (including less-than-carload 
lot movements) means that only 3.8 percent of the loaded weight movement 
capacity of the car fleet is utilized. This utilization “is showing continually 


11 The discussions here following varyingly involve joint and individual actions by rail- 
roads. For convenience, the entire discussion of terminals is presented at this point. 
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rer results and is now about 20 percent worse than in 1946.” (“The 
Creation of Growth in Railroad Transport,” pp. 19-21.) Ww hitten also states : 

“It is also known that most of the rails’ disabilities exist in the terminal 
areas and in the service to the customers located in the surrounding metropoli- 
tan concentrations. This may be evidence that a new look is required at the 
entire physical problem of rail handling in the terminal area and at the service 
organization which has the responsibility to the customer (23). ; 

These analyses of car and terminal utilization “have largely ignored the 
results of container and piggyback service as they have not up to the present 
time been able to offset the downward trend of rail traffic.” (Consideration is 
given later in the paper to the possible effect of movement of 50 percent of 
present rail traffic under these various container and piggyback plans. Whitten 
is critical, however, of certain types of piggybacking. ) He then asks a number 
of questions, one of which is whether or not there is a disproportionate in- 
yestment in terminals and another is whether it would not be more economical 
to use rail containers for deliveries over city streets (23). The investment in 
terminals and in equipment not moving in road-haul service is placed, as “a 
very approximate figure,” at about $13.5 billion (pp. 21 and 30). ‘ 

An illustration of helpful terminal unification is provided by the Commis- 
sion’s recent approval in Finance No. 20728 of acquisition of trackage rights by 
the Atlantic Coast Line over lines of the Louisville & Nashville Railroad and of 
joint use by the two railroads of the latter’s electronic classification yard at 
Atlanta, Ga., and of its yard at Montgomery, Ala. The Commission stated that 
both roads would achieve economies, that missed connections caused by move- 
ments between separate terminals would be avoided, and that the roads would 
be enabled to meet the competition of roads with single-line service. 

It appears that, while the railroads recognize the seriousness of the terminal 
problem, they continue for the most part to tolerate wastes and uneconomic 
practices as a price for maintaining competitive advantages in particular ter- 
minal areas. If, as seems quite evident, the costs of terminal operations are 
higher than they need be, this individualistic attitude is doing a disservice to 
the country and to the railroad industry as a whole. A full-scale examination 
of the situation by objective experts would do much, however, to put pressure 
on the railroads to hold less strenuously to their vested interests. A give-and- 
take attitude among railroads could result in substantial improvement in the 
operation of terminals with little significant loss of advantage by the carriers as 
a group. Consolidations, of course, would help in this area, provided they are 
not effected at too high a price. Release of valuable land for other uses would 
figure in such efforts. This subject should be high on the list of matters to be 
looked into in the investigation hereinafter recommended. 

Multiple and in some cases overdeveloped and poorly situated railroad pas- 
senger terminals are another serious drain on railroad resources. Facilities 
which represent heavy investments made in the heyday of rail passenger opera- 
tions cannot be eliminated or put to other uses without some difficulty. The 
need for drastic reductions of this large source of weakness is, however, very 
great. There have been, to be sure some adjustments to changed conditions. 
Smaller stations have been eliminated, but these stations are generally served by 
one railroad. Certain large terminals, some of which involve joint ownership, 
are being made more productive through real estate developments. Many 
unfortunate situations persists, however, as in Chicago. The Commission in its 
annual report for 1957 spoke of “a revival of interest in a long-discussed com- 
bination of four terminals used by 16 railroads in the south side of Chicago’s 
business district, which would release large areas of valuable real estate and 
simplify railroad operations. Enabling legislation, recently enacted by the State 
and providing for creation of a terminal authority, may lead to effective action 
if agreement can be reached by the interests involved” (p. 65). (For most 
recent development see Traffic World, Apr. 2, 1960, pp. 23-25.) 

There are a few bright spots in this generally depressing picture. Reference 
is particularly to the actions, illustrated above, of some railroads to cut losses 
through joint use of trackage, station, and other facilities. These actions, 
based on careful studies, have meant worthwhile savings without significant 
impairment of service. There unquestionably are a great many situations 
around the country which call for similar actions. The problems in this whole 
area of rationalization of plant through joint action primarily require analysis 
and agreement. No Federal authorization is needed unless line trackage is to 
be constructed or eliminated, and State approval, where it may be required, gen- 
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erally is not too difficult to obtain. Objections of labor and communities, where 
they occur, can be dealt with as a rule through a process of education and fair 
treatment or by regulatory decision. The impelling needs are for a greater 
exercise of managerial initiative and a willingness to cooperate. The Commis. 
sion has exhorted the railroads to do the things needed to achieve greater 
economy and efficiency in this area. 

The merits and disadvantages of pooling of freight cars have received atten- 
tion from time to time over a long period of years. The recommendation of the 
Federal Coordinator of Transportation that car pools be formed did not con- 
vince the railroads. Discussions of pooling have taken varied forms in the 
ensuing years. The introduction of special-purpose cars and roller-bearing cars 
and the recent advent of shipper-owned flat cars under piggyback plan IV 
have added new, if lesser, complications. The trucking industry, in mentioning 
pooling, does not attempt to express an opinion as to the merits of such a 
program. The problem is a reflection of the divided-up nature of the railroad 
industry, referred to earlier. 

There also have been recurrent discussions of circuity in the movement of 
freight cars. Various studies have placed the amount of circuity at from 11 to 
14 percent. The problem is therefore of considerable importance. The Coolidge 
committee in 1933 stated that “circuitous haulage should be eliminated.” This 
recommendation reflected an oversimplification of the problem. The shipper’s 
right to route is, of course, a factor in the creation of circuitous movements. 
Circuity appears to be another concomitant of a divided-up railroad industry. 
Efforts to reduce this source of waste would redound to the railroad and the 
public benefit. Consolidation should be of some help in this respect. 

(3) “Rationalization” of plant through action by individual railroads.—The 
opportunities here involve a great variety of things which individual railroads 
ean do, generally without opposition or need for public authorization. Ineff- 
ciently used old buildings can be replaced with modern and perhaps simpler 
facilities, possibly at other locations, with release of valuable real estate; little 
used freight stations can be abandoned and the work consolidated with that at 
other stations “; the possibilities of obtaining iower maintenance costs and taxes 
through reduction in the number of tracks can be explored further, and abandon- 
ment of segments of line mileage can be effected (though here objections of local 
communities and sometimes of labor may be a factor). There are many other 
things that can be done. The trucking industry recognizes that the railroads 
have effected many economies in one or more of these various ways, but it seems 
clear that much more can and should be done. The many miles of railroad lines 
which have been abandoned reflect rationalization on a large scale. The savings 
to be obtained by the methods illustrated above could be substantial and are 
needed for the good of the industry and the protection of the public against un- 
necessary costs. The efforts the railroads have been making at a somewhat 


accelerated rate in recent years should encourage further efforts in this field of 
economies. 


(6) Pooling 


After a third of a century, Congress in 1920 reversed its prohibition of pooling. 
Section 5 of the Interstate Commerce Act empowers the Commission, upon a 
finding “that the pooling or division, to the extent indicated by the Commission, 
of their traffic, service, or gross or net earnings, or any portion thereof, will be 
in the interest of better service to the public or of economy in operation, and 
will not unduly restrain competition,” to approve such pooling under terms and 
conditions the Commission may find to be just and reasonable. 
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12 There recently has been activity in this field, not all of which. however, involved elimi- 
nation of stations. Certain railroads, mainly in the Middle West, have sought permission 
from State commissions to make adjustments which would reduce the wasteful use of 
manpower at their one-man stations. It was found, for example, that at 69 such stations 
of one railroad in South Dakota the range in time worked was from 12 minutes to 2 hours 
in an 8-hour day (Traffic World, May 17, 1958, p. 20). The Chicago & North Western, in 
its request to the South Dakota commission, said the State’s railroads were laid out and 
stations were located “to serve a farm economy geared to horsedrawn transportation. * * * 
A transportation revolution had occurred * * * passenger and less-than-carload lot traffic 
have virtually disappeared from the one-man stations, but station forces have not been 
adjusted to modern requirements” (Railway Age, Nov. 18, 1957, p. 9). This railroad and 
others have had much success before the State commissions but appeals to the courts have 
made it clear that reductions in force, in some instances, are subject to negotiation with 
labor organizations. The wonder is that it took the railroads so long to wake up to this 
serious leak. The unnecessary expense involved has gone into the total expense which has 
been the basis for successive increases in rate levels. 
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Unfortunately for the railroads and their patrons, there has been little use of 
this provision. Such pooling as there has been has occurred largely in the pas- 
senger field. The Commission stated in 1983: 

“Practically no advantage has been taken of the authority granted by section 
5 of the act to pool freight traffic and earnings in the interest of economy” 
(General Rate Level Investigation, 1933, 195 1.C.C. 5. 55). 

Twenty-one years later the Commission said : 

“While there are obvious limitations to the opportunities for economies 
through pooling of services, it seems well for us to raise the question whether 
railroad managements have surveyed their problems sufficiently in the light of 
what the present [pooling] provision permits them to do, under authorizations 
by us” (annual report, 1954, p. 7). 

The trucking industry, on the basis of this statement, raises the question 
whether collective action which would benefit the railroad industry and the pub- 
lic should not receive greater attention. 


(c) Improvement in facilities and operating practices 


It is not possible to give the railroads a high score for the timely development 
or adoption over the years of the most modern facilities and the best operating 
practices, though the tempo has increased in recent years. The causes appear 
to include lack of sufficient ingenuity, imagination, and aggressiveness, undue 
individualism, willingness to seek increases in general rate levels, and the diffi- 
culties and slowness which characterize AAR procedures for determining 
whether or not to approve the use of new types of equipment or parts thereof 
in interchange. The depreciation rates prescribed by the Commission may also 
be a factor in many instances. The Commission, in many of its annual reports, 
especially its more recent ones, has used strong language in urging the railroads 
to subject the whole gamut of their operations, from small day-to-day practices 
to matters which call for “bold experimentation,” to continuing survey and re- 
search conducted with imagination and ingenuity. (See, for example, the an- 
nual report for 1948, p. 3, and for 1956, pp. 16, 17.) The more recent emphasis 
on the serious, costly, and long neglected “hotbox” problem may have had a part 
in recent stepped-up efforts to solve this problem or reduce its severity without 
going fully to roller-bearing cars, with their higher first cost. The following 
quotation from the annual report for 1956 sums up the situation at that time: 

“In recent reports we have referred to the hotbox as ‘a key difficulty’ in rail- 
road operations because of the accidents, delayed service, and excessive costs 
traceable to the weak features of the standard solid or plain journal bearing 
assembly. The problem has become more serious with, among other things, 
present higher train speeds and need for maintaining high standards of service 
reliability in the face of competition. Efforts to get at the causes and to deal 
with this problem in an effective way continued in the year * * *. Progress has 
been made in recent years, but much more remains to be done” (p. 13). 

Not to be overlooked is the fact that the biggest single advance in the raill- 
road art in the modern period, the displacement of steam with diesel power, called 
for great persuasiveness on the part of the manufacturers of diesel locomotives 
and placation of interests in and outside the railroad industry before the ice 
was broken to a significant extent. Centralized traffic control, mechanical track- 
maintenance machinery, and many other advances have been achieved largely 
through the research and developmental work of industries which seek to serve 
the railroad market. These industries have been an important and needed ally 
of the railroads. 

“The pursuit of higher levels of efficiency is an unending task. It is clear 
that the railroads have much to do, despite their accomplishments to date” (In- 
terstate Commerce Commission, in its annual report for 1956, p. 16). Various 
advances in equipment and other facilities have paid for themselves in a fairly 
short time through more efficient use of labor and plant. Some have contributed 
to the greater emphasis on the operation of longer and heavier trains, though 
this development has its drawbacks. There is need, however, for more attention 
to developing economical facilities and practices. Discovery of weak spots and 
action to remove them rest primarily with railroad managements. In a busi- 
ness with such farflung operations, the possibility of the development and per- 
sistence of uneconomic facilities and practices calls for unrelenting watchfulness 
and action. Also important to note is the Commission’s stressing in its 1954, 
1955, and 1956 reports the desirability of achieving more general adoption by 
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railroads of practices which railroads have found to be good. (See 1956 report, 
. 16, 17. 

Pri oun be impracticable and in most respects beyond the knowledge of the 
trucking industry to go into the specifics of the problem here outlined. Serious 
impediments to action, except possibly the attitude of labor in some instances, 
do not exist. The impediment that exists lies largely in attitudes of manage 
ment and in organizational setups. Further emphasis on performance standards, 
on the too-long delayed centralized technical research program,” standardization 
of equipment designs,“ and systematic placing of orders in order to obtain lower 
unit costs, further explorations of the possibilities of automation, and added 
efforts to reduce loss and damage claims ($116 million in 1959), along with 
greater willingness to seek out and adopt the best practices of other railroads 
and greater alertness as to future needs, are some of the means to the attain- 
ment of greater efficiency and economy. As President Macfarlane, of the 
Northern Pacific, recently said: “We sometimes become so engrossed in the day- 
today problems of our own jobs that often we overlook the full significance of 
the exciting parade of progress in other fields. We fail to project our own 
busines planning far enough into the future” (Railway Age, Feb. 15, 1960, p. 10). 
Motor cariers, with their slim margin between income and outgo, need no such 
proddings. Failure to secure every possible economy is for them the forerunner 
of disaster. 


(dad) Improvements in service 


The inadequacy of railroad freight service was revealed clearly when motor 
service became available. There has been a general tendency, under the force of 
competition, to improve carload service over the ensuing years. Dieselization 
and modern classification yards have contributed to this improvement, though, 
as shown earlier, terminal delays are a serious problem. Further advances in 
earload service standards are needed. Less-than-carload service has deteriorated 
badly and is the source of much complaint. 

Rail service suffers, of course, from certain inherent handicaps. On this 
matter we can do no better than to quote foriner Commissioner J. Haden All- 
dredge, who, while in office, gave a striking “recent happening” which “illustrates 
the challenging problem of the growing need of improvement in carload service, 
particularly in the terminal areas * * *” A West Virginia plant required the 
daily movement of 8,000-10,000 gallons of a liquid from one plant to another, 
a distance by rail of 53 miles in a highly industrialized terminal area. An 18 
day average turnaround time of the tank cars, with a low of 15 days, was the 
best the railroads were able to achieve. The shipper therefore had to assign 
18 cars to this service. It later found that a single truck making two trips a 
day could meet its requirements and at lower cost to it (“$1 Billion A Year,” 
Railway Progress, January 1950). 

The claim that rail transportation is vastly superior to truck transportation 
in cost of moving volume traffic rests in considerable part on the operation of 
long trains. The assembling of traffic for these trains, however, often requires 
delaying movement until the desired tonnage has been accumulated. The 
railroads therefore face a difficult choice between lower unit costs and shippers’ 
desire for as fast deliveries as possible. The trucking industry is much in- 
terested in seeing how the railroads try to resolve this dilemma. 

Railroads are making continuing efforts, of course, to provide better service. 
Thus, various roads operating between the Middle West and the Pacific coast 
recently have scheduled certain of their trains to achieve faster deliveries. 
Railroads in other sections likewise have adopted tighter schedules. Some of 
these changes were inspired by independent motor competition. What effect 
these speedups are having on train lengths and unit costs has not been dis- 
closed. Already quoted is a railroad official who said that in the instance he 
mentioned the speedup was a selfish move of one railroad to get ahead of other 
railroads, that other roads had to follow suit, and that economic operation was 
being sacrificed for no certain gain on the trucks. (See p. 220 above.) 





18 Annual industrywide savings produced by the mechanical and engineering research 
conducted by the Association of American Railroads were “pegged” recently at $100 million 
a year (Railway Age, Sept. 29, 1958, p. 56). These research activities have been stepped 
up in recent years but, as stated above, did not get underway on a large scale early enough. 
The Federal Coordinator of Transportation prodded the railroads on this subject. 

4 See, for example, “How To Save $18 Million a Year” (Railway Age, July 14, 1958, pp. 
32, 33). The subtitle reads: “Railroads pay a heavy penalty for not simplifying and 
standardizing items that can benefit from mass production. Here’s what a Purchases and 
Stores Division Committee found out about the high cost of being different.” 





Tr 
theil 
inte! 
field. 








, 


ee 


i-< 


we ES oe lO 


TRANSPORTATION DIVERSIFICATION 229 


The trucking industry wishes the railroads well in their efforts to bring 
their service more closely to modern standards. It will follow with particular 
interest the peculiar conflict between service and cost which exists in the rail 
field. 


(e) Loss lines of business 


What are referred to here as loss lines in the railroad business are passenger 
service, express and less-than-carload traffic, dining-car and baggage service, 
and at times the transportation of the mails. 

Passenger service.—The railroads for many decades were the sole means of 
intercity travel of any distance except in the limited areas in which means of 
travel by water were available. Passing over the rise and decline of interurbans, 
there came the automobile age. The proliferation of family and business cars and 
their effects on rail traffic constitute a familiar epic. The shifting from an old to 
a new means of transportation was abetted by the ubiquitous bus, especially on 
shorter hauls. Later, the airplane took over an increasingly large part of the 
longer distance business. Thus, new technologies dealt railroad passenger serv- 
ice a succession of severe blows. On the other hand, the resistance of local 
communities to the abandonment of individual trains and of all passenger service, 
even where the lack of use and losses to the railroads were very clear, also is 
well known. Commuter service came to set up a particularly heavy drain on 
the earnings of a limited number of railroads and, though fares have been suc- 
cessively advanced, generally continues to show large losses. The Commission 
until recently lacked any power over the furnishing of passenger-train service, 
though it could authorize the abandonment of rail lines and did so on a large 
scale. The added power given it in 1958 has been used extensively to reduce the 
number of loss-producing trains, but the affected communities have shown great 
resistance to this policy and seek countervailing legislation. 

Railroad passenger service presents a truly serious problem. It has been pos- 
sible to continue this service only by calling on the earnings of the freight service. 
Certain shipper groups estrongly challenge the fairness of this situation. The 
railroads desire to cut these losses.“ About a third of all class I railroads pro- 
vide no passenger or allied services. Some of these roads, moreover, never pro- 
vided passenger service. For many other railroads this business is quite incon- 
sequential. As stated, only a few roads are involved in loss-producing com- 
muter operations. 

The Commission’s approval of the removal of trains, increases in commuta- 
tion fares, fare reductions and service adjustments, the introduction of some new 
equipment, and improvement in the return from certain head end traffic have 
reduced the overall loss somewhat. Thus the deficit in net railway operating 
income after operating expenses, taxes, and net rentals, in passenger and allied 
services, computed by the Commission’s formula, declined for class I line-haul 
railroads from $723.5 million in 1957 to $610.4 million in 1958 and, according to 
preliminary figures, $544 million in 1959. It still is very large. 

What other means of relief are there? Consolidations and efforts to achieve 
greater economy and efficiency (among which would be lower unit labor costs 
in passenger-train operations) could help. Further experimentations with re- 
duced fares also may help. Past efforts of this kind are to be commended, though 
the results were negative in many instances. The further introduction of better 
equipment and the better training of employees are parts of the picture. Defi- 
nite identification of the types of train which are revenue producers or revenue 
losers is needed for an outside appraisal of conditions and remedies. It is be- 
lieved that a study should be made of the regional variations in the efforts of the 
railroads in the passenger service area. The superior quality of equipment and 
service of the western railroads, as compared to the eastern and southern rail- 
roads, is well known, as is the general attitude of the western roads as to the 
retention and improvement of passenger business. There is too great a tendency 
in some railroad quarters to throw in the sponge and regard passenger service 
as a hopeless case. The ambitious efforts of the bus industry to move ahead in 
the passenger field by providing better equipment and service shows that this 
rail attitude is not being shared by their competitors. (National Highway Users 
Conference, “Highway Highlights,” April 1960, p. 6.) 

The Commission made a strong statement in Railroad Passenger Train Deficit, 


306 I.C.C. 417, which expresses part of what the trucking industry has in mind. 
It said : 





15 See p. 214 for the bearing of income taxes on these losses. 
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“In view of the changed demand occasioned by the growing preference for sery. 
ice provided by other forms of transportation, it appears that railroad manage 
ment should develop, on an industrywide basis, policies and plans for reconsti- 
tuting railroad passenger service into a less extensive network more closely taj]. 
ored to the needs of the public. These should be based on exacting analygeg 
utilizing the best available information and coordinated and developed through 
regional and national conferences. The resulting policies and plans should be 
supported by complete data and unacceptable plans should also be stated with 
reasons. Adoption of these plans would not only permit the improvement of 
passenger earnings, but would permit the industry to improve service to its pa- 
trons at more attractive prices” (482). 

Pooling, or common ownership and operation of passenger service, could be 
considered on a large scale, with the development of a nationwide passenger 
service operation or, perhaps, a few regional operations. Such a plan would 
require a great deal of study to develop the working details, but the essence of it 
would be the establishment of a single operation for all types of passenger train 
services (pullman, coach, diner, and club cars). Ownership of all passenger 
equipment and facilities for such operations would be placed in the hands of the 
passenger service corporation. 

The initial financing plans would provide appropriate compensation for the 
individual railroads for the equipment given up and they would be paid, on a 
mileage basis, for movement of the passenger trains over their lines and, on an 
agreed basis, for the use of station facilities unless these pass to ownership by the 
corporation. The Railway Express Agency provides a precedent for this type of 
arrangement. 

Such a plan would provide for the overall balancing of passenger train opera- 
tions throughout the country, or regionally, so that the areas of passenger service 
profits would aid in balancing the passenger service losses. Thus, the passenger 
train operations would be similar to city transit operations. Equipment could 
be moved about as needed rather than kept on line and could be standardized and 
improved and purchased on better terms. The plan also holds out the oppor- 
tunity to maximize the rail passenger market, particularly in the area between 
first-class pullman travel and standard coach travel. More searching studies of 
the travel market could be made and advertising and other sales activities could 
be made more effective. 

The commuter situation is receiving much attention at this time. Business 
principles require the elimination of losing lines of activity. As there is public 
resistance to further loss of commuter service, some railroads are turning to pub- 
lic assistance in this area. All railroads involved in the provision of commuter 
service appear to desire tax relief and there have been arrangements in the 
East which facilitate the acquisition of equipment needed to improve the service. 
One railroad received an outright grant of funds to help in the continuation of 
certain commuter operations and two railroads in the Philadelphia area have 
contractual arrangements with the city which reduce the losses on commuter 
service. There recently has been talk of Federal aid. The program, drafted 
by mayors of large commuting cities, includes, among other things, the develop- 
ment of “rational tax policies” (Federal, State, and local) for the railroads and 
long-term, low-interest loans to cities and other public bodies for the provision of 
new equipment and improved facilities. Eastern railroads support this program 
but western roads do not, though they have agreed to study it further. The ten- 
dency is to have local communities assume responsibilities for commuter service. 

It is the trucking industry’s view that the commuter problem is essentially 
a local one to be met by the cooperation of the railroads and the affected com- 
munities. Before Federal intervention is considered there should be a thorough 
investigation of the extent of Federal interest in the solution of this problem. 
The aforementioned plan for a pooling, nationally or regionally, of rail passen- 
ger services and facilities also should be given consideration in its relation to 
commuter operations. 

Mail.—The revenues received by the railroads for carrying the mail have not 
recovered costs in some past periods, but the Commission has advanced the 
rates materially in a succession of postwar proceedings.” The railroads resist 
the diversion of first-class regular mail to airlines and the growing use of trucks. 





1% It is of interest to learn that eastern railroads have stated that they are planning to 
seek relief from all taxes on their rights-of-way (Railway Age. Feb. 22, 1960, B. 36). 

17 Southern railroads are asking for reexamination of mail pay rates in the light of 
subsequent increases in costs (Traffic World, Apr. 30, 1960, p. 74). 
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It is to be noted, however, that losses of the mail revenue of particular trains, 
often explained by the marked inferiority of rail service in terms of delivery 
time, have contributed critically to the general decline in the volume of train 
service available to passengers. There is an endless circle of cause and effect 
here. The situation has become a fluid one. in contrast with the long domina- 
tion which the railroads held in the transportation of the mail despite manifest 
shortcomings of their service. As in the case of Long Island’s protest against 
“invasion” of its territory by a piggyback operation, a family of problems exists 
in the passenger-mail complex. An overall handling of this problem is not pos- 
sible. Air and truck services are better and must be used in many instances. 

Eepress and less-than-carload-lot service.—Railway express presents a sister 
problem. Parcel post and motor competition, on the one hand, and rising costs 
coupled with advancing express rates and reductions in traffic, on the other, 
have put the railroad-owned Railway Express Agency in a very difficult position. 
The net carrydown to the railroads for the services they render the agency, 
especially in the eastern district, has been far below the costs incurred and 
has contributed to the passenger-service deficit. The express situation became 
so critical that some railroads considered the possibility of withdrawing from 
the express agreement. The future of the express business thus was in jeopardy. 
Recent changes in the setup of the agency and its relation to the railroads are 
expected to make the operation more efficient and better able to stand on its 
own feet. 

There have been several attempts to view the express business in the broader 
context of the “small shipments” problem. The most far-reaching proposal of 
this kind, made by the Federal Coordinator, called for the creation of two 
nationwide railroad-owned companies to provide competitive service on so-called 
merchandise traffic (less-than-carload, express, and treight forwarder). Other 
phases of the plan need not be gone into here. The railroads did not find merit 
in the plan. One of the more recent of various other proposals has been the 
suggestion of the railroads that the Government take over the express business 
and combine it with parcel post. The Commission has given much thought to 
the small-shipments problem in decisions and in its annual reports. (See, for 
example, the report for 1952, pp. 59-61, and for 1955, pp. 3-6.) In the latter 
report the Commission urged “an energetic survey of all possible means of 
correction” of the problems involved. Motor carriers have had much success 
in handling small shipments and are the largest factor in this business. Though 
air transportation is still a small part of the picture, its proponents foresee 
large developments in the near future. On the other hand, less-than-carload-lot 
traffic has fallen sharply, though some of this decline has been offset by gains 
in freight forwarder traffic. The progress in the simplification of paperwork 
being made through a joint committee of motor carriers and shippers will pro- 
duce economies and greater efficiency for motor carriers and shippers in the 
handling of this type of shipment. The same benefits would be achieved by 
other modes of transportation if they adopt the same procedures. There quite 
evidently is need for the comprehensive study recommended by the Commission. 

Baggaye and dining-car service——The handling of baggage and the provision 
of dining-car service have been other loss-producing phases of rail passenger- 
train operations. A little help apparently was given by the increase in charges 
for trunks and hand baggage approved by the Commission in 1952. Despite 
many experiments and some degree of success in cutting costs or meeting more 
diverse needs, dining-car service in 1958 incurred direct expenses, alone, of $1.46 
for each $1 taken in. This service is needed on certain trains, but the losses 
are an old story that does not improve with age. The airlines’ type of pre 
cooked standard meals may not have equal appeal to rail passengers on long 
trips. The “luxury” tradition and the demands of some passengers seem to re- 
quire a high standard of service. The suggestion made above for a basic 
reorganization of the passenger business could bring about new attacks on this 
perennial problem. 

Summary.—Passenger-train service, broken down into its various constituents, 
faces a rather dubious future. Public need exists in varying degrees for various 
of the services. Unless an answer is found, the drain on rail freight revenue 
will have to continue, though it may abate somewhat. There are opportunities, 
as through pooling, to cut losses and improve service. Consolidations and efforts 
of individual railroads to achieve every possible economy should be of some 
help. Encouragement should be given to the elimination of some and alleviation 
of other loss lines found in this area. Public assistance in the commuter field 
presents essentially a local problem. There should be a thorough investigation 
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of Federal interest in the commuter problem before Federal intervention is 
undertaken. 
SUMMARY 


The analyses in the preceding pages indicate that: 
Common ownership 


1. Railroads alone among carriers advocate common ownership (197). 

2. H.R. 7960 and H.R. 9280 would open the door for railway invasion of motor 
transportation far wider than the railroads state (197-199). 

3. The charge that present laws discriminate against railroads is without 
foundation (199-201). ‘ 

4. Railroads, failing to foresee the advantages of motor transportation and 
hostile toward it, missed the opportunity to enter this field on a large scale 
when the door was wide open (201). 

5. There is no special public interest in rail transportation which justifies 
common ownership. Railroads are not entitled as of right to a restoration of 
their former status through use of the dual weapons of selective rate cutting 
and common ownership (201-203). 

6. In citing figures on their lower participation in total intercity ton-miles, 
railroads fail to recognize (a) that part of this decline has resulted from 
economic changes which have reduced the demand for railroad service, (b) that 
the statistics reflect a large volume of noncompetitive traffic, and (c) that motor 
earriers have created traffic. On the other hand, in terms of intercity ton- 
niles, railroads are doing more business than ever before, except during World 
War II (203-205). 

7. The argument that commercial motor transportation receives public aid, 
to which railroads have contributed, lacks a factual basis (205-206). 

8. Railroads now benefit from extensive auxiliary and supplemental motor 
operations and some unrestricted operations. A substantial overall growth has 
occurred in such operations (206-207). 

9. The argument that shippers wish to deal with a “transportation company” 
ignores shippers’ interest in preserving freedom to bargain and their unwilling- 
ness to delegate transportation planning (207). 

10. The further argument that piggyback and container operations call for 
common ownership is unsupported and ignores the benefits of joint arrange- 
ments with independent carriers or use of railroad services by such carriers 
(208). 

11. The argument that common ownership would check and reduce the. com- 
petition of private and exempt carriers and thereby help preserve the common 
carrier system is without support. The problem here can be attacked by closing 
loopholes in the law (208-209). 

12. The railroads’ dismissal of the charge that common ownership would lead 
to monopoly is not justified. The legislation sought, coupled with the increasing 
railroad efforts to cut rates, would enable railroads to stage heavy and successful 
drives against independent motor carriers in keeping with their expressed objec- 
tive of regaining their former status. On the other hand, if the railroads are 
sincere in their efforts to engage in other forms of transportation, the advantages 
of motor transportation would lead to the development of motor traffic at the 
expense of rail traffic. The railroads’ desire to work both sides of the street 
would create frustrating problems, best summarized as the difficulties of com- 
peting with one’s self (209-211). 

13. It is the railroads who must adjust their plants, operations, and attitudes 
to the new day in transportation. Their future depends on what they do as 
railroads (211). 

14. There are workable alternatives to common ownership: Arrangements for 
through routes and joint rates with independent motor carriers and use of rail- 
road facilities and service under piggyback plan I (211-213). 


Financial condition of railroads 


15. The railroad plea for common ownership is based in considerable part on 
allegations as to their financial condition. In effect, railroads seek protection 
from economic changes and technological developments. A far-reaching change 
in transportation policy cannot, in logic, be based on this premise. Strong and 
less strong railroads alike seek common ownership (213-214). 

16. Railroads have failed to prove that their condition is such as they state 
it to be or that they have done all in their power to strengthen them- 
selves (214). : 
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17. The fact that railroads differ markedly from one another in many respects 
must be considered (26). vee 

181. Generalizations as to railroads being a “sick industry, an industry in a 
“financial plight,” etc., are misleading. Some ‘ailroads have excellent earning 
power ; at the other extreme are certain railroads which have been experiencing 
a decline in earning power in recent years and some whose lack of earning ability 
long antedates the rise of modern forms of transportation (214 ). 

19. While some passenger-train operations have a debilitating effect (though 
the impact of the losses incurred is reduced by their effect on railroads’ income 
taxes), most railroads are doing well on their freight operations, as shown by 
their operating ratios and rates of return for such service (214-216). 

20. Some railroads were in serious trouble long before the rise of motor 
transportation. While the sources of some of these basic troubles have been 
eliminated, certain other ones persist. In 1916, before the advent of any signifi- 
cant amount of motor transportation, 37,353 miles of railroad (14.7 percent of 
total mileage) were in receivership; in 1958 only 1,040 miles were in receivership 
or trusteeship (216-217). 

21. The record of dividends declared and of the percent of all stock yielding 
dividends is better since 1920, an early date for marking the advent of motor 
competition, than it was before 1920. Improvement in the capital structures of 
railroads has occurred, but this improvement is a measure of the better financial 
condition of railroads (217-2158). 

22. Capital expenditures have been large in the recent period. There is no 
evidence that the issuance of capital stock is an impossibility. While some rail- 
roads may not be in a satisfactory condition to raise capital funds, this condition 
is not general (218). 

93. An analysis of the financial condition of important railroads should be 
made (218). 


Need for reevaluation and improvement of railroad plant and operations 


24. Railroad interests lie primarily in railroad plant. If railroads achieve 
all-motor, all-water, and all-air rights they would find themselves engaged in a 
series of individual tugs-of-war caused by the incongruity of trying to ride too 
many horses. Railroads should concentrate their efforts on railroading. They 
will have a bright future as railroads if realistic measures are taken and if 
their general opposition to coordination with independent carriers no longer 
prevails. Rejection of their plan for common ownership is more than likely to 
cause this change to occur (218-219). 

25. Railroad plant includes duplicative mileages and strongly entrenched posi- 
tions. Railroad management is traditionally individualistic. This attitude 
lessens the railroads’ ability to become better and more efficient public servants 
and must be broken down before railroads are entitled to come before Congress 
with claims that they are an efficient but “sick” industry in need of relief 
through common ownership (219-220). 

26. Consolidations provide a means of eliminating excess plant and of increas- 
ing efficiency and improving service. While there is activity in this field at 
present, it needs to be accentuated and encouraged. The need for further con- 
solidations has been expressed by responsible railroad spokesmen (220-222). 

27. Rationalization of railroad plant through joint action provides widespread 
opportunities for economies. Particular need exists for rationalization of termi- 
nals. Evidence of the split-up nature of the railroad industry is provided by 
proposals sometimes made for pooling of freight-car ownership and reduction of 
circuity of car movements (222-226). 

28. Rationalization of plant through action by individual railroads can be 
carried further (226). 

29. Question is raised as to whether pooling of traffic, service, or earnings 
should not receive further attention from the viewpoint of benefits to the rail- 
roads and the public (226-227). 

30. There are many things railroads can do to improve their facilities and 
operating practices (227-228). 

31. Further advances in carload service standards are needed. Railroads 
suffer from certain handicaps. Their efforts to expedite service conflict with 
their desire to attain lower costs (228-229). 

2. Rail passenger service involves declining but still large losses. All 
possible means of relief should be explored. A study should be made of regional 
variations in the efforts of railroads in this field. A nationwide or a regional 
pooling of facilities and services is worthy of consideration (229-230). 
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33. Losses which some railroads incur in providing commuter service in the 
face of continuing demands for such service have resulted in certain forms of 
public assistance. There recently has been talk of Federal aid. Eastern rajj. 
roads support and western railroads do not support such a program. This 
aid would be channeled through local communities. The trucking industry re. 
gards the commuter problem as essentially a local one. Federal intervention 
should be undertaken only after a thorough investigation of the extent of Federal 
interest in the solution of this problem. The plan for pooling (see item 82) 
should be given consideration in its relation to commuter operations (230), 

34. Revenues received from the carriage of the mail have not recovered costs 
in some past periods. Certain railroads now seek increased mail pay. Losses 
of mail revenue have contributed critically to the general reduction in the 
volume of train service available to passengers. The market inferiority in some 
phases of rail service has been a factor in these losses. The problem does not 
permit of overall handling (230-231). 

35. Express service has incurred losses but recent changes in the setup of 
the Railway Express Agency and its relations to the railroads are expected to 
make the agency better able to stand on its own feet (231). 

36. The express business is a phase of the small-shipments problem. Various 
efforts have been made over the years to deal with this problem. Less-than-car- 
load lot traffic has fallen off sharply over the years, and produces losses. The 
Commission in 1955 urged “an energetic survey of all possible means of cor- 
rection.” This survey quite evidently is needed. The progress being made by 
motor carriers and shippers in the simplification of paperwork can produce like 
benefits for other modes of transportation and their shippers (231). 

37. Baggage and dining-car services also produce losses. The suggestion for 
a basic reorganization of the passenger business (item 32) could bring about 
new attacks on the perennial dining-car problem (231). 

3°. Passenger-train service, in its various constituents and present form, 
faces a rather dubious future. Public need exists in varying degrees for various 
of the services. Encouragement should be given to every type of effort to 
eliminate some and alleviate other “loss lines,” so far as consistent with public 
need (231-232). 

OBSERVATIONS 


The analysis hereinbefore presented of the many phases of the proposal for 
common ownership indicates that the railroads seek, through use of two 
strangely different tools—common ownership and selective rate cutting—to 
gain back the relative position they once had in the transportation business of 
the country. This loss of position is the result of economic developments which 
have lessened the demand for railroad service and of the rise of other means of 
transportation which, through efficient exploitation of technological advances 
and more aggressive management, have met the public’s need for better service 
or lower costs. In the final analysis, railroad advocacy of common ownership 
represents an attempt to obtain protection from conditions, some of the rail- 
road’s own making, which have lessened their ability to meet the public’s 
transportation requirements efficiently. 

There is a basic weakness in the position taken by the railroad industry. 
There is continual reference to the necessitv of recapturing the traffic that has 
been “diverted” to other forms of transportation. It is, and always has been, a 
mistoke for the railroad industry to look, as it does, upon the Nation’s trans- 
portation requirements as a “pie” to be divided among the various transport 
agencies. with a major portion continually going to the railroads as a matter 
of historic rights. The railroads completely overlook the many factors in trans- 
portation which have caused the pie to change in size and character, so that 
their “rightful” share cannot be determined in the light of past experience. Their 
continued reference to nonrailroad intercity ton-miles carries the implication 
that, if the other forms of transport did not exist, rail service could be sub- 
stituted for the aggregate ton-miles now accounted for by their competitors. 
Nothing could be further from the truth. 

A great upheaval in motor transportation, brought about by a giant too long 
consumed with enmity toward a new form of transportation but now awakened 
to the opportunities it has missed, can mean catastrophe not only for motor 
sarriers but also for shippers and the general public. Motor carrier service has 
grown in response to public needs and has contributed importantly to the na- 
tional economy by sharing in meeting the greatly expanded demand for trans- 
portation service. To stifle it or make it over into a form of service that will 
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or will not be available according to the interests of the railroads would cause 
positive and large injury to shippers and the public. Small shippers in par- 
ticular would be injured. The spur to improvements in service and facilities 
which competition has provided would be removed and the public would suffer. 
Facts of these kinds cannot be glossed over in an effort to find a simple answer 
to a complex problem of railroad origin. 

The railroads, with the financial resources and competitive devices at their 
command for an all-out war against their competitors, would line up against 
Lilliputians. Of the motor carriers subject to economic regulation by the Com- 
mission in 1959, about 1,130 had operating revenues of $1 million or more, about 
1,800 had revenues of $200,000 up to $1 million, and about 14,500 had revenues of 
less than $200,000. The largest motor carrier had revenues of $71,962,727 in 
1959. The largest railroad had total revenues of $887,683,858. It is impressively 
true that the battle would be between carriers of markedly different strength. 

Aggression would take the form of a series of rail drives against individual 
motor carriers. The strategy no doubt would be to acquire key carriers or rights 
for use in waging wars on independent motor carriers. Selective rate-cutting 
activities would afford ample opportunities to eliminate both small and larger 
motor carriers or to create conditions which would enable acquisitions of their 
properties on favorable terms. The present Commission practice, in adjudi- 
cating interagency rate disputes, of allowing railroads to go down close to out- 
of-pocket costs, if not lower, places an exceptional burden on motor carriers, 
quite apart from the economic unsoundness from any point of view of using 
out-of-pocket costs in the manner desired by the railroads. This burden would 
be greatly intensified under common ownership. 

It is significant that Chairman Winchell, of the Commission, stated: “If, how- 
ever, this proposed (common ownership) legislation is enacted, it might require 
a restatement of the national transportation policy.” He could have been re- 
ferring to either one, or both, of two provisions in the policy. Under that policy, 
the Commission must recognize and preserve the inherent advantages of each 
form of transportation and must act against unfair or destructive competitive 
practices. The granting of unrestricted motor carrier rights to the railroads 
would make it impossible to preserve and promote the inherent advantages of 
motor carrier operations and would open wide the door to destructive competi- 
tive rate practices. 

The railroad drive for common ownership comes at a time when, in the opinion 
of the trucking industry, the Interstate Commerce Commission already has gone 
considerably beyond the intent of Congress in allowing railroad entry into the 
motor carrier field. The trucking industry believes that the Interstate Com- 
merce Act should be amended to prohibit any further rail incursion into the 
area of motor service. 

The motor carrier industry has discussed what railroad managements can 
do not reduce excess plant and improve efficiency and service. Little that is new 
has been said and the analysis was not intended to be exhaustive. It cites, how- 
ever, many pertinent statements from official and railroad sources, indicates the 
need for changes, and lays the basis for the recommendations which follow 
shortly. 

It is realized that the railroads will reply that they have been and are alert 
and that they have done and are doing many of the things discussed. Comments 
to this effect have been made at various points herein. The situation may be 
characterized, however, as one in which railroad activity has been of “the-too- 
little- and-too-late” variety. 

It may be urged that there is an element of inconsistency in stating that the 
railroads need to seek economies in and improvement of their freight service 
and that this service is yielding satisfactory or more than satisfactory returns 
for most railroads. The fact is, however, that the railroads base their proposal 
for common ownership in part on the allegation that they are in poor financial 
condition. The recognized losses on passenger-train service can be absorbed more 
easily if all phases of the railroad business are conducted more efficiently. Pas- 
senger-train deficits do not, however, provide a logical argument® for common 
ownership. On the other hand, railroads which are dissatisfied with their earn- 
ings must look to greater economies in freight operations. They should not 
dissipate their efforts by trying to become large-scale motor carriers. Railroads 
cannot hope to match the efficiency of management found in independent, per- 
sonalized motor carrier operations. 

In 1958 Congress considered an extensive legislative program in aid of the 
railroads. The trucking industry approved parts of this program, such as 
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those calling for the elimination of section 22 rates, for guaranteed loans, and 
for construction reserves, if they also were made applicable to motor carriers, [ft 
took no position on the so-called “train elimination” proposal. The revised rule 
of ratemaking was intended to reflect the strong opposition of the trueking indus. 
try and others to the railroads’ three “shall nots.” It has become necessary, 
however, to conclude that the Commission’s interpretation of the revised section 
15a gives the railroads, in effect, what they sought in the “shall nots.” The 
trucking industry also opposed the common-ownership phase of the program, 
This phase of the program is being pushed more vigorously at this time. The 
industry’s reasons for objecting to so revolutionary a change in transportation 
policy have been indicated in this submission. 

The railroads’ effort to obtain legislation permitting the setting up of con- 
struction reserves, while not particularly controversial, did not succeed in 
1958. The desire for legislation of this kind continues to be expressed by the 
railroads. This proposal is coupled up with objections to the present tax write- 
off periods. (See Traffic World, Feb. 27, 1960, pp. 25-26, and Railway Age, May 
2, 1960, p. 32. The trucking industry, while it has less of an interest in this 
matter than the railroads, again will support legislation of this kind if it is 
made equally applicable to motor transportation. 


RECOM MENDATIONS 


The majority of railroads prefer legislation to let them enter other fields of 
transportation to exerting themselves to the utmost to bringing about improve- 
ment in their operations as railroads. The trucking industry has shown, often 
by quotation from official and railroad-industry sources, that railroad plant, 
operations, and attitudes need to be changed in ways which will benefit the rail- 
roads greatly and also the public. It therefore is time that Congress ask the 
railroads to take a sustained and thorough inward look at themselves. This 
thought was expressed recently by someone in the railroad field. Mr. Herbert 
O. Whitten, whose paper on “The Creation of Growth in Rail Transport” has 
been referred to earlier, said therein : * 

“Now if we believe in the free enterprise system and the successful operation 
of democratic principles, it would appear to behoove the railroads to examine 
their own house with careful introspection and see whether there are basic 
fallacies in the manner in which they are operating their own businesses, and 
whether basic changes in such operations might result in a changed economic 
climate for their own future. Self-regulation is always better than Government 
dictum. Fortunately, in a democracy, economic proof of fairness nearly always 
transcends any legal precedent which may have been established with less 
authentic economic data * * *” (24). 

As a change to a self-searching attitude is not easily come by, it appears 
necessary that Congress provide the initiative and leadership. It can clarify 
the issues by assembling pertinent facts and raising questions and by leaving no 
uncertainty that it expects the railroads to do all in their power to make them- 
selves more efficient as railroads. 

Hence the trucking industry recommends that a thorough probing of railroad 
plant and operations in their individual and collective aspects be made in the 
areas described above and doubtless in others. This examination should be 
made in an impartial manner, supported by ample funds, and conducted by per- 
sons who have a realistic understanding of the issues and the imagination and 
vision to see how they can be met. Such an examination is long overdue and 
deserves the serious attention of the Congress. 

As indicated herein (p. 218), there also is need for careful analyses of the 
financial condition of important-railroads. Such analyses would set the record 
straight and do away with the obfuscation that hampers proper consideration 
of railroad legislative proposals and other legislation which affects railroads. 
Needed for this purpose are persons who, together, would have a thorough 
knowledge of transportation accounting and statistics and of financial practices, 


#8 Mr. Whitten is senior consultant, revenue research, Chesapeake & Ohio Railway. The 
opinions expressed were stated to be those of the writer “and do not necessarily reflect the 
views or policies of the Chesapeake & Ohio Railway Co.; however, the paper is presented 
with the consent of the Chesapeake & Ohio Railway in order to encourage individual re- 
searchers to use the forum atmosphere supplied by the Railway Systems and Procedures 
Association for presenting new thoughts and ideas.” 
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ability to interpret economic, traffic, and cost data, and technical equipment for 
making analyses of the transportation market. 

Direction of the two lines of investigation should be centralized in a person 
qualified to exert impartial leadership and to effect necessary coordination of the 
work. The results should be presented in a single report in order to provide 
a well-reasoned, accurate, and documented picture of railroad conditions and of 
what the railroads themselves can do to effect necessary improvements therein. 


APPENDIX 1 


Rates of return on investment, class I line- 


Railroad 


Akron Canton & Youngstown 4 
Alabama Great Southern 

Ann Arbor 

Atchison, Topeka & Santa Fe 
Atlanta & St. Andrews Bay 4 
Atlanta & West Point 

Atlantic Coast Line 

Baltimore & Ohio 

Bangor & Aroostook 

Bessemer & Lake Erie 4 

Boston & Maine 

Carolina & Northwestern ‘4 

Central of Georgia 

Central Railroad of New Jersey 
Central Vermont 

Charleston & Western Carolina 4 
Chesapeake & Ohio 

Chicago & Eastern Illinois 

Chicago & Illinois Midland 4 

Chicago & North Western 

Chicago Burlington & Quincy 
Chicago Great Western , 
Chicago, Milwaukee, St. Paul & Pacific 
Chicago, Rock Island & Pacific sacs 
Chicago, St. Paul, Minneapolis & Omaha 5____- 
Cincinnati, New Orleans & Texas Pacific 
Clinchfield RR 4 

Colorado & Southern 

Colorado & Wyoming * 

Delaware & Hudson 

Delaware, Lackawanna & Western 
Denver & Rio Grande Western_ 
Detroit & Toledo Short Line ¢ 
Detroit, Toledo & Ironton 4___ 
Duluth, Missabe & Iron Range 
Duluth, South Shore & Atlantic 
Duluth, Winnepeg & Pacific. __- 
Elgin, Joliet & Eustern ‘ 

Erie RR 

Florida East Coast 

Fort Worth & Denver__ 

Georgia RR 

Georgia & Florida 4. 

Georgia, Southern & Florida 
Grand Trunk Western 

Great Northern. _- / 

Green Bay Western 4. __ 

Gulf, Mobile & Ohio 

Illinois Central 

Illinois Terminal 

Kansas City Southern. _____- 
Kansas, Oklahoma & Gulf 4 

Lake Superior & Ishpeming ¢ 
Lehigh & Hudson River 4 

Lehigh & New England 4 

Lehigh Valley 5 

Litchfield & Madison 4 

Long Island 

Louisiana & Arkansas 

Louisville & Nashville 6 

Maine Central f 
Minneapolis, Northfield & Southern ‘ 


See footnotes at end of table. 
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investment? | 
| 
| rl 
1957 | 1956 | 1957 
3.56] 3.63) 3.56 
3.36] 860] 6.02] 
1.88} 3.41 1. 88 | 
4.03 8. 55 7. 84 | 
14.46 | 15.63 14. 43 | 
d. 59 | 8 8S 7. 86 | 
2.05} 5.02} 5.00] 
3. 45 7. 22 6. 55 | 
5.13 | 8.21 7. 20 | 
9.87} 801] 9.87] 
1.97 | 6. 97 | 6. 47 
4. 87 6.94} 4.87 | 
3.72) 6.11] 5. 63 
2.17) 7.34] 6.68] 
11. 84 500] 1.09] 
4.17 4.86) 4.17] 
7.88 | 9.57 9. 37 | 
3. 92 | 6. 17 | 5.07 | 
9. 95 8.81 9. 95 
90} 3.39] 4.11} 
2.82} 6.90] 6.41] 
4.28} 543] 5.45] 
2. 13 5.15 | 5.26 | 
2. 65 7. 05 | 6. 45 
3, 32 |.- .| 
7.7% | 9.49 9.08 | 
9.48 | 10.89 9. 48 | 
1. 48 2.33 | 2.80 | 
8. 56 6.70 | 8.56} 
6. 47 8. 89 7.92 | 
121) 47 3.15 | 
7.56 | 9.73 10. 14 | 
4. 55 6. 22 4.55 | 
8.42] 7.30] 8.42 | 
7. 16 5.25 | 7.48 
88 4.44| 1.44 
5.18 | 896| 7.87 | 
73) 7.241 673] 
2. 69 6.37 | 5.76 | 
2.91] 9.58] 8.66 
2.41| 5.64] 5.38 
3. 39 8. 24 5.49 | 
39 | . 05 . 39 
4.93 9.27 | 12.58 | 
14.30] 2.47 | 27 
3.62 | 7.72} 7.22] 
2.91 3.70} 2.91 
2. 44 6. 40 §. 2 
3. 32 7. 65 6. 50 
2. 82 3.87 | 2.34 | 
5.09} 7.30 6.90 | 
3.72 3.961. 3291 
807} 10.51} 807 
300} 2.76] 3.00) 
6.37 | 10.47} 637 | 
.48 5.54] 2.92 
.67 | 12.63 67 | 
1. 33 | 60 71 | 
5.91} 899 7.27] 
3.50| 7.70| 6.36 | 
32; &7 8 07 | 
8.56 | 10.96) 8.56 
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Rates of return on investment, class I line-haul railroads—Continued 





Freight return | Freight return 
Return on total} only on total only on esti- 
Railroad investment ! investment 2 mated freight 


investment 3 


—|—_——-——————_____, 


1956 | 1957 | 1956 | 1957 | 1956 | 1957 





























Dee Bt TA. .n 5... ohne ncsccticcccees 3.01 3. 16 3. 68 3. 81 3. 86 4.00 
Minneapolis, St. Paul & Sault Ste. Marie_...-..-.-..- 2. 72 1. 95 6. 31 5. 82 7.72 7.13 
EEE <5 nove ftncnacsssnevnndgece«senetess 9. 47 8. 21 9. 47 8. 21 9. 47 8.21 
I cian irernrncrenemmanminiceramaee 1. 87 . 81 4. 16 2.71 5. 25 3.34 
PE io oct Bina in napa dnndnoessvecdanses 5. 21 4.65 7.65 6. 96 9. 35 8.48 
I I rs LUU EGE bli ons s cs ese cknceedni 3. 32 2. 55 6. 53 5. 80 7. 84 6. 89 
IEE ori dik hla. etic ck aadémene 2. 61 . 28 2.61 . 28 2.61 28 
Nashville, Chattanooga & St. Louis 6._.........._-_-. MOE Vince ccicdh.., ME Eee nn aan | £at : 
New Orleans & Northeastern---.......--.--------.---- 7. 34 5.89 | 10 49 9.29 | 13.96 | 12 38 
i i ined bbiocbodas 2. 96 1. 48 5. 41 4.10 7.94 5.91 
New York, Chicago & St. Louis. ...-.......--..-.---- 5.45 4.91 6. 48 5.91 6. 85 6, 23 
New York Connecting RR---..............-........- 2. 56 .79 .10 | dil.49 WV dl. 65 
New York, New Haven & Hartford. -....---..--.---- . 59 . 08 4. 06 3.64) 859] 7.64 
New York, Ontario & Western 4 7_____..-_....---.-.-- d5.06 |........} 5.06 |__.- | d5.06 |____ 
New York, Susquehanna & Western__.._.......----- 1.45 d. 04 6. 82 5. 58 9. 85 8.05 
Oo GS see le a ee Ses oe 6. 86 6. 84 8.75 8. 62 9.81 9, 62 
EE ONNONTE Sic nnn kbidcn np Sderwecdnddeshanses 2. 81 2.47 2.81 2. 47 2.81 2. 47 
en CIN io ke Cab ae cue dbs esc cso cdwensed 2. 53 2. 39 4.74 4.8) 5. 84 5.97 
IIE ORO 4. oo dektnnn undeeccasantianses| Eel . 92 1.76 1.81 1. 85 1.92 
Pennsylvania RR---- dl ant dacs aasls Uetnncesenhicg ate 1.8)] 5.00} 419] 6.92 5.73 
Pennsylvania Reading Seashore Lines_______._._._...| d10.75 | d11.27 | d2.99 | d3.62| d4.82| 45.89 
EE ee one ee ee ee 5. 21 4.39 5. 21 4. 39 5.21 | 4. 39 
Pittsburgh & Lake Erie__-..........-..-.--.--.----.- 8.59| 636] 9.96] 7.51] 10.91] 804 
Pittsburgh & West Virginia 4._....._...---_..--_--- 2. 43 2. 69 2. 43 2.69 2.43| 2.69 
I et oooh Ce oo ne oe nc pales cme delwe undue 4. 02 4. 06 5.99 Di" CR 7.53 
Richmond, Fredricksburg & Potomac. --_-....--__..- 6. 83 5. 97 10.71 | 10.53 | 24.29 24. 05 
Rutland Ry.‘___-- Go on lee eth as aici’ silt acim an gatity 1. 83 115) 1.8 1.15 1. 83 1.15 
Sacramento Northern 4__...........---...-_-------- d1.90 | dl.11 |] 1.99] dl11} 41.90] diy 
St. Louis-San Francisco__- ben een oda tohenens 4. 06 3.04 6.71 5. 56 8.29 6. 94 
St. Louis, San Francisco & Texas_.._.........-.-.-.-- 3. 05 2.76 5.79} 6.29 6. 27 6.93 
St. Louis Southwestern_-_.-.....-- a Ue a 7. 24 6. 10 7.81 6. 63 8.10 6.86 
og ee ee rs 6. 42 6.89 6.42 6. 89 6. 42 
eg ee a eee an ae | erent 5. 86 5.18 8.39 7.82) 11.14 10. 55 
SN Al, cals occ oor ds iemenebies 2.79 2. 94 6.17 6.03 | 7.95 7.70 
ig eg FF RES a aE ee ea 6. 46 5. 56 8. 88 8.16 | 11.48 10. 56 
Spenene Mivernational ¢....-......-.....-.2.4.......- 6.31 6. 6) 6. 31 6.6) 6. 31 6. 60 
Spokane, Portland & Seattle......._..........-....... 4.29 2. 57 5.43 4.01 6. 29 4.67 
Staten Island Rapid Transit.................--..-..- d5.28 | 46.99 3.91 3.14 9. 70 7.59 
INTE «oo nce e hate Ven ansainpiddeageddanwsiant 5.15 1.75 4. 89 1.74 4. 92 1.74 
Bu ag” LE ee ee a ee 2. 47 2.90 4.29 4. 21 4.7 4.67 
Texas & Pacific__.......-- ebay tet whoa eats bing a claptiadhptol 4. 30 2. 85 7.11 5. 70 9. 31 7. 51 
pS SS Se UP ee Se ee Bisnis ty i 2. 08 3.11 2. 08 3.11 2. 08 3. 
Toledo, Peoria & Western 4..._........--....----- nip 9.75 8.33 9.75 8. 33 9.75 8.33 
Union Pacific. __-_- BF cae ee be wccls tice cadoehoknsess 3. 40 3.08 6.91 6. 57 9. 22 8. 68 
NS 5 ee es cc ecw oawunnseab obike 8. 97 9. 55 8.99 9. 55 9.09 9. 55 
Te Oa adwgc dinwehies 4.70 4.05 6. 68 6. 31 7. 83 7.41 
Western Maryland. .-_...............-----. 8 dw awh'ce 6. 92 7.59 7.19 7. 65 7.29 7.70 
NIT les oon ee we wigincwnnguidigess pes 4.01 4.16 5. 81 5. 96 6.74 6.91 
Western Railway of Alabama_____......-...--_.____- 3. 38 2. 75 5.99 5. 54 8.93 7.39 
VII CIES 6 obo nn ede onantdoncccdassccuscnse 4. 25 2. 22 7. 05 5. 08 8. 07 5. 80 
Ail ciess T'reGroads:. ......°..<.........- aS SER aE minke wi 3. 92 3. 34 6. 48 5. 96 8.34 7. 58 
d. Deficit. 


1 The percentage which net railway operating income from all operations is of net investment in both 
freight and passenger operating property. Investment includes cash and material and supplies and reflects 
accrued depreciation. Year-end figures are used. Return is understated to the extent that income taxes 
are deducted in arriving at net railway operating income. 

2 The percentage which net railway operating income from freight service only, as segregated by Inter- 
state Commerce Commission, is of net investment in both freight and passenger operating property, 
True rate of return tends to be understated by this use of all property and by deduction of income taxes 
in deriving net railway operating income. 

3 The percentage which net railway operating income from freight service only is of estimated investment 
in freight-handling facilities. Freight investment is estimated by determining the percentage that freight 
service operating expenses are of total expenses and applying that ratio to total net investment in property 
used in all transportation services. This procedure assumes that investment by type of service is propor- 
tional to expenses by type of service. A railroad may have a higher ratio of passenger to total investment 
than is indicated by its ratio of passenger to total expenses. This fact, along with the deduction of income 
taxes, causes the ‘‘Freight return only on estimated freight investment’”’ to be understated. See text for 
further discussion of this return. 

4 No passenger service. 

5 Leased to Chicago & North Western Ry. Co., effective Jan. 1, 1957. 

6 The Nashville, Chattanooga & St. Louis Ry. merged with the Louisville & Nashville RR. Co., effective 
Sept. 3, 1957. Its earnings for the 1st 8 months of 1957 are included in those of the Louisville & Nashville. 

7 Abandoned during 1957. 


Source: Computed from annual reports of carriers filed with Interstate Commerce Commission, 
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APPENDIX 2 


Ratio of dividends declared to all stock and percent of stock yielding dividends, 
line-haul railroads, 1882-1958 

















—— 
Ratio Percent of Ratio Percent of 
Year ! (percent) stock yield- Year ! (percent) stock yield- 
| ing dividends || ing dividends 
2. 93 (3) 5.13 56. 92 
2. 75 (3) 3. 78 59. 38 
2. 48 (3) 4. 53 62. 09 
2. 02 (3) 4.14 64. 97 
2. 04 (3) 4.35 66. 70 
2.17 (3) 5. 06 69. 12 
2. 08 5.95 70. 25 
1.93 5. 25 73. 65 
1, 97 5.70 76. 23 
2. 05 6. 02 76. 93 
2.11 4.01 73. 20 
2.16 1. 50 32. 85 
1. 97 1. 58 31.11 
1.72 2.13 3A. 36 
1. 68 2. 04 34. 39 
1. 62 2. 33 36. 20 
1.78 2. 32 39. 64 
2.01 1.39 32. 07 
2. 39 1. 84 32. 64 
2.70 2. 22 38. 29 
3. 08 2. 52 40. 65 
3. 20 2. 67 56. 37 
3. 50 2. 83 57. 97 
3. 63 3. 09 58, 46 
4.01 3.13 57. 13 
4.19 3. O01 55. 50 
5. 30 3. 04 56. 20 
4.18 3. 63 69. 75 
5. 00 3. 33 64. 24 
5. 42 3. 80 73. 70 
4. 64 4. 06 72. 74 
4. 22 4.28 72. 23 
5.13 5. 01 81. 57 
3. 80 5 |} 1 4. 58 74. 82 
4.19 62, 02 1] I os cincinnati ace 5. 51 84. 39 
4.24 OE OB ie OOORe 6k ss Saden5s 5. 87 81. 69 
3.83 | WUE WE oo ccccsaatonoae 6.09 84. 41 
3.77 | ok ee ee } 5. 93 70. 45 
3.74 57. 30 | 

















1 Through 1915, year ended June 30; thereafter, year ended Dec. 31. 

2 Includes elevated railways. 

3 Not available. — : : 

4 Includes switching and terminal companies. 

Source: Interstate Commerce Commission, Bureau of Transport Economics and Statistics, Railway 


Statistics Before 1890 (based on Poor’s Manual of Railroads) (Statement No. 32151), Statistics of Railways 
in the United States, Transport Statistics in the United States, Pt 1. 


Mr. Sprtncer. I have just a couple of other points. 

On page 3, Mr. Frantz, the trucking industry, like many others, 
you say, is increasingly disturbed at the railroads importuning of Con- 
gress for relief of all kinds in the face of growing recognition that 
railroad management has failed to take essential house-cleaning steps 
to improve its operation. 


Would you state under that what you believe those essential steps 
ought to be ? 

Mr. Franrz. I do not know that I could cover them thoroughly, but 
in the next sentence we have advised that a detailed discussion of these 
internal remedial steps would be found in the basic presentation, which 
we have asked permission to file. 

There are a number of things. It would seem certainly that in the 
area of mergers, to which a few roads are giving consideration, the 
elimination of duplications of trackage, of plant—those are all in- 
ternal problems, of course, and up to the discretion of management to 
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make the determinations that would cure many of those problems 
which are very costly to the railroads. 

Mr. Sprincer. May I say in reply to that, Mr. Frantz, that I think 
that is one of the things that railroads are doing. Last week we had 
before us the president of the Delaware Lackawanna & Western Rail- 
road, which operates chiefly in New Jersey and New York, now com- 
bining with Niagara, in an effort to eliminate duplication, so some of 
that is being done. 

Mr. Franrz. Yes, sir. 

Mr. Sprincer. Do you have anything else that you think could be 
done for improving railroad management ? 

Mr. Frantz. Of course, it is always a little dangerous to criticize 
the management of someone else’s company, but I think there are a 
number of things that could be cured Spesibiy without even resorting 
to merger, if that were a distasteful thing to them. 

There are a good many things that are wasteful in the operation 
of railroads, many of which, of course, very evidently have been 
brought about by some of the featherbedding problems that they have, 
But those are things that I am not in a position to cure. Whether they 
can, to what extent or when, I cannot say. 

There are other things I feel that some railroads, at least, could 
do that could eliminate some items of duplication, and improve their 
organizational structure to eliminate costs, either salarywise and ex- 
penses of various items that, from more or less the outside, it would 
seem to me, are not producing dollar for dollar at least a profit to the 
railroads for the expenses incurred. 

That would take a complete analysis which I am not at this moment 
prepared to present. 

Mr. Sprincer. I did not know whether you had any particular ideas 
about that or not. 

Mr. Frantz, the home office of your business is in Terre Haute, Ind.! 

Mr. Frantz. Yes, sir. 

Mr. Sprincer. You are at the intersection of the New York Central 
and the Chicago & Eastern []linois Railroads, are you not.? 

Mr. Frantz. Yes, sir; and the Pennsylvania and Milwaukee. 

Mr. Sprincer. To what principal points do you haul ? 

Mr. Frantz. Well, sir, we operate some 24 or 25 terminals in major 
cities from the Mississippi River to the east coast, covering a broad 
belt. We are what is generally considered, in the main, an overhead 
carrier from the Middle West, Chicago, St. Louis, Indianapolis, 
Evansville, Fort Wayne, Dayton, Cincinnati, Cleveland and others 
between those points and the major points east of Ohio-Pennsyl- 

ania line, such as Pittsburgh, Bethlehem, Baltimore, Philadelphia, 
New York City and its complete area, Boston, and many other smaller 
points, of course. 

Mr. Sprincer. How long has your company been in business?! 

Mr. Franrz. Since 1946, January 28. 

Mr. Springer. Did you havea predecessor ? 

Mr. Frantz. The rights were, in the main, those that came from 
the old rights of Adams Transfer & Storage Co. out of Kansas City, 
but there was very, very little activity with the rights at that time. 

To give you an example of its development during that. period, the 
first year we were in business, in 1946, we grossed a little bit over $1 
million. Last year we grossed $32.5 million. 
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Mr. Sprincer. How many trucks did you have? 

Mr. Frantz. We did not have any. We leased a few, but we did 
not own any. 

Mr. Sprincer. How many trucks do you own now ? 

Mr. Frantz. Well, we have roughly about—of highway equip- 
ment—450 highway tractors, and about 1,200 highway trailers, in 
addition to the city equipment for pickup and delivery. 

Mr. Sprincer. That is a rather phenomenal growth in 14 years, is 
it not ? 

Mr. Frantz. Some say it is. 

Mr. Sprincer. It is a pretty successful operation, would you say ? 

Mr. Frantz. We are quite proud of it. 

Mr. Sprincer. Have you always lived in Terre Haute? 

Mr. Franrz. Since 1939, with the exception of 4 years in the mili- 
tary. 

Mr. Sprincer. Did you live in that vicinity before that ? 

Mr. Frantz. I was born and raised in Atlanta, Ill., and spent a 
little time in Peoria and Danville and Bloomington. 

Mr. Sprincer. Do you remember the Indianapolis & Eastern Trac- 
tion Co. ? 

Mr. Franrz. Did that subsequently become the Indiana Railroad, 
the a road? I donot recognize the name. 

Mr. Sprincer. Actually it used to operate from Indianapolis to 
Terre Haute, to Sullivan, to Clinton and back to Terre Haute. 

Mr. Frantz. I think that is what must have been called the Indiana 
Railroad, or the reference was that. 

Mr. Sprtncer. That is no longer in operation, since about 1939 or 
1940. 

Mr. Frantz. It went out of existence about the time I went to Terre 
Haute. 

Mr. Sprincer. Isn’t that the history, largely, of rail transportation? 

Mr. Frantz. It has happened to many of them, sir. My dad was 
a railroad man on the old Illinois Terminal Railroad. I do not know 
whether it still has any lines operating, but most of its lines have 
been discontinued and sold. 

Mr. Sprincer. And that has now become a rail operation, from St. 
Louis to Danville, Il. ? 

Mr. Frantz. I do not know what their activities are now, sir. 

Mr. Sprincer. How much would you say, in the 16 years you have 
been operating, that the New York Central's business has fallen off 
from Terre Haute to St. Louis? 

Mr. Frantz. Their passenger traffic has fallen off to nothing. I do 
not think they operate any passenger trains at all between Terre 
Haute and St. Louis. 

Mr. Sprincer. There is one train operating from Indianapolis and 
return each day. 

Mr. Frantz. I do not know how much freight they handle. 


Mr. Sprincer. Do you know how much their freight traffic has 
fallen off ? 


Mr. Franrz. No, I would not. 


Mr. Sprincrr. Do you feel that your firm has gotten any of that 
traffic ? 
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Mr. Frantz. No. We do not handle freight between Terre Haute 
and St. Louis. The restrictions in our certificate are primarily what 
is known as an overhead carrier between those Middle West points 
and points east of the Ohio-Pennsylvania line. 

Mr. Springer. I see. 

Did I understand you to say that you carry to Evansville and 
Chicago? 

Mr. Frantz. To and from those points, and the same points east 
of the Ohio-Pennsylvania line; not between Evansville and Chicago; 
no, sir. 

Mr. Sprrncer. You do not carry between them ? 

Mr. Frantz. No, sir. 

Mr. Sprincer. Do you carry any north and south from Terre 
Haute? 

Mr. Frantz. No, sir. 

Mr. Sprincer. You have not, therefore, picked up any of that rail 
carrier’s business ? 

Mr. Frantz. No, sir. 

Mr. Sprincer. I believe that is all, Mr. Chairman. 

Thank you. 

Mr. Movutper. Mr. Frantz, I have only one question. We all agree, 
of course, that competition is the stimulant to better, increased busi- 
ness and service to the public, but in many instances sometimes don’t 
you think it is detrimental to the public interest and service? 

I will ask you this question in connection with that statement: 
Is it possible in the trucking industry sometimes to render better pub- 
lic service to the receiver of freight and general public service to the 
public by better cooperation with the railroads, and vice versa, the 
railroads with the trucking industry ? 

By that I mean where you might have a shipper go by a truck to 
certain points and get better service from that point by rail, or by rail 
to a certain point and then by trucker to its destination, with more 
efficient public service since there would be a better cooperation be- 
tween the rail and the truck ? 

Mr. Frantz. Yes, sir. That is one of the things we are urging 
strongly in this submission, and what we mean by coordination be- 
tween the modes in the development of joint through-service and rate 
arrangements, and one of the things that I have stressed in my ap- 
pearances throughout the country this year in talking before traffic- 
interested groups in encouraging better cooperation between the 
modes, between truck and rail between truck and airline, between 
truck and water lines, or joint through arrangements where one would 
perform a part of the haul and then give over in favor of another, 
transfer either the vehicle or the lading, depending upon the com- 
modity and the quantities, to do just what you have suggested in your 
question, sir. 

Mr. Movutper. And would the benefits to be derived from that pol- 
icy and that rule or practice be equally beneficial to all industry, all 
transportation industry, involved ? 

Mr. Frantz. We think it would be to the advantage of the public 
as well as to the carriers themselves. 

Mr. Sprincer. Mr. Chairman, may I ask one more question? 

Mr. Movutper. Yes, Mr. Springer. 
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Mr. Sertncer. Do you now, Mr. Frantz, engage in any piggyback 
operations ! yids 

Mr. Frantz. Yes, sir; some. 

Mr. Sprincer. You are talking about your own firm now ? 

Mr. Frantz. Yes. 

Mr. Serincer. To what extent would you say that you are in the 
piggyback business ? 

Mr. Frantz. I do not know that I could give you the figures. I 
am not fortified with the specific figures. We have them available. 
We are quite limited in what we can use, partly because of the rail- 
roads who will or who will not cooperate in piggyback service with 
motor carriers, and even those who do, we think, could do a much 
better job of cooperating to encourage more traffic which is available 
if they could compete, servicewise, so that we can give at least com- 
parative service by the use of piggyback that we can give in a com- 
plete, over-the-road service. 

The public to a great extent, so we have found among our own cus- 
tomers, in many instances, will not stand for our use of piggyback be- 
cause of the delayed service. We can give them better service in an 
all-highway movement. However, we do use it some, where we can, 
and we would like to use it more if we could get better cooperation 
from the railroads. 

Mr. Sprrncer. Mr. Frantz, do you have any estimate of the per- 
cent of transportation of the American Trucking Associations trucks 
last year engaged in piggyback? Was it 1 percent or 5 percent? 

Mr. Frantz. Percentagewise, it would be very, very small if the 
entire industry were considered, primarily because of the fact that 
there is so little cooperation on the part of the railroads. There are 
only four or five railroads or a handful, who will handle anything in 
piggyback service. 

In our area, where we parallel almost completely, in general the 
New York Central, the Pennsylvania, the B. & O., the Erie, there are 
only two of those roads, the Pennsylvania and the Erie, who provide 
such piggyback service in coordination with motor carriers to any 
points, and they do not provide it throughout their entire system. 

Mr. Sprincer. Do you find cooperation with the roads that will 
cooperate, to increase business ? 

Mr. Frantz. Notas good as we think it could be if they would make 
a little stronger effort to give better service. We could use it to better 
advantage. 

As I have said, our customers in many respects will not stand for 
the slower service that we get when we put it on rail. 

Mr. Serincer. You mentioned the Pennsylvania. Are there routes 
of the Pennsylvania trucking system that parallel your service? 

Mr. Frantz. Yes, sir; almost entirely. 

Mr. Sprincer. Does Pennsylvania provide a through service of 
that type of service? 

Mr. Frantz. Between Chicago and New York and Philadelphia, 
and a few other points. I think to Harrisburg on the east. I am 


not sure whether they still do to Cincinnati or not. I think they do 
but it is very limited. 
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Mr. Sprincer. Has it been your experience or the experience of your 
association that the competition, say, provided by Pennsylvania js 
severe in trucking? 

Mr. Frantz. In some areas. It depends on the traffic and the eus- 
tomers involved. We consider them very active competition of ours 
and very effective competition. I do not want to. leave any: false 
impressions. There may be different answers to some of these ques- 
tions, in connection with the rail cooperation in piggyback activity, 
but I trust that that might be developed with other witnesses who 
may have a better knowledge of such cooperation in other parts of 
the country, other than what our own operation is. In some areas it is 
good and in some areas it is not. 

Mr. Sprincer. That is all. 

Mr. Movutper. Thank you very much, Mr. Frantz. 

Mr. Frantz. Thank you, sir. It has been a pleasure. 

Mr. Moutper. The next witness is Mr. James F. Fort, counsel for 
public affairs, American Trucking Associations, Inc. 

Mr. Fort, you may proceed. 


STATEMENT OF JAMES F. FORT, COUNSEL, PUBLIC AFFAIRS, AMER- 
ICAN TRUCKING ASSOCIATIONS, INC.; ACCOMPANIED BY PETER 
T. BEARDSLEY, GENERAL COUNSEL 


Mr. Forr. Mr. Chairman, my name is James F. Fort. I am coun- 
sel, Public Affairs of the American Trucking Associations, Inc., with 
offices at 1424 16th Street NW., Washington, D.C. I am accompanied 
today by Mr. Peter 'T. Beardsley, general counsel of the American 
Trucking Associations. 

I appear before you today in opposition to all six bills which have 
been set for hearing. Two substantially identical bills in this group, 
H.R. 7960 and H.R. 9280, would amend the Interstate Commerce Act 
to remove existing restrictions against railroads engaging in common 
carrier motor transportation. 

While we oppose the other bills which would remove restrictions 
relating to common ownership of water and air transportation, we 
are most directly affected by the two bills which I have mentioned 
and, accordingly, we will direct our testimony to these bills. 

The subject of common ownership of the various modes of trans- 
portation has been before the Congress in the past. The last hearing 
which your committee held on this general subject was on a proposal 
relating to freight forwarders in 1956. It seems appropriate that we 
first take a look at exactly what the law says today. 

We will then go into our arguments against the specific proposals 
which are the subject of this hearing and we will advance certain 
proposals of our own. These would tighten up existing restrictions 
rather than loosening them as would be done by the pending bills. 


THE LAW TODAY 


It is necessary that we explore the state of the law today in order 
to place in proper perspective the reasons for the opposition of the 
trucking industry to these railroad proposals. You will note that 
H.R. 7960 and H.R. 9280 amend two sections of the Interstate Com- 
merce Act. These are section 5(2)(b) and section 207(a). 
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Section 5 of the act relates to consolidations or mergers within the 
transportation industry which must be approved by the Interstate 
Commerce Commission, and section 207 of the act relates to the grant- 
ing of new operating authority by the Commission to engage in motor 
common carriage. 

In other words, it is under section 5 that the Commission has 
authority to allow a merger between two motor common carriers or 
between two railroads or between a railroad and a motor carrier, and 
it is under section 207 that the Commission has authority to issue a 
certificate of public convenience and necessity to an applicant to 
engage in motor carrier service between points in the United States. 

The law today, insofar as rail acquisition of motor carriers is 
concerned, is in both instances substantially as it was in 1935 when the 
Motor Carrier Act was approved by this committee and passed by the 
Congress. ! ° 

Section 5(2) (b) contains the following proviso: 

Provided, That if a carrier by railroad subject to this part, or any person whicn 
is controlled by such a carrier, or affiliated therewith within the meaning of 
paragraph (6), is an applicant in the case of any such proposed transaction 
involving a motor carrier, the Commission shall not enter such an order unless 
it finds that the transaction proposed will be consistent with the public interest 
and will enable such carrier to use service by motor vehicle to public advantag 
in its operations and will not unduly restrain competition. 

There are three criteria in that proviso. 

The Commission has consistently held under this proviso that 
railroads may operate trucks as motor common carriers so long as they 
comply with these three criteria and most particularly the criteria 
which require that the railroad use motor carriers “in its operations.” 

From this language has grown the doctrine that the railroads may 
engage in what is termed auxiliary and supplemental service. In 
effect this means that the railroads may utilize motor carriers to sup- 
plement local freight trains and, in effect, to use trucks wherever they 
will aid the railroad in its railroad operations. 

Phrased another way, this proviso has given rise to the doctrine that 
the railroads may not gain control of motor carriers unless the opera- 
tions will be such as to assure that the railroad or its subsidiary motor 
arrier does not engage in the trucking business in direct competition 
with independent motor carriers or its own rail service. 

Both H.R. 7960 and H.R. 9280 would repeal this proviso in its 
entirety. 

Section 207, the other section of the act which would be amended by 
the pending bills, as I have said, relates to the granting of new cer- 
tificates by the Commission. 

Criteria such as those which appear in the proviso of section 5 do 
not appear in section 207, and it has been the Commission’s holding 
(and they have been upheld by the Supreme Court) that the proviso in 
section 5 should be considered in proceedings under section 207 and 
thus that the same criteria should be generally applied where rail- 
roads make application for new authority to engage in motor common 
arriage. 

Under certain specific circumstances, and over our strenuous objec- 
tions, railroads have been given the authority to engage in motor 
common carriage without imposing the usual auxiliary and supple- 
mental restrictions, 
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Thus the committee should be aware that the railroads can and do 
today engage in extensive motor carrier operations. However, the 
Congress years ago wisely imposed restrictions upon such entry which 
have enabled the trucking industry to grow as an independent mode of 
tranportation and to reach the position of prominence which it holds 
today. 

THE RAILROADS HAD THEIR CHANCE 


In my discussion of the state of the law today I have not mentioned 
one aspect of railroad operation of motor common carriers. As the 
committee knows, the Motor Carrier Act of 1935 contained grand- 
father provisions granting virtually automatic right to persons who 
had been engaged in motor carriage to continue as certificated carriers 
after the act became effective. 

Prior to 1935 there was nothing to prevent the railroads from going 
into the trucking business and in fact they had been repeatedly urged 
to go into it. There was nothing to prevent them from going into the 
air or water transportation business until some years later, 

Some railroads were, in fact, engaged in common carriage by truck 
prior to 1935 and some of these roads still have extensive grandfather 
truck lines today. I am told that many more railroads had grand- 
father right under the Motor Carrier Act but that some railroads 
abandoned their common carrier trucking subsidiaries for the simple 
reason that they soon discovered that you can ride only one horse in 
a race at one time. 

The railroads have had a peculiar approach to this problem. 

On the one hand, they have fought at local, State and National 
levels to impose every type of restriction on the trucking industry in 
such matters as taxation, size, and weight limits and regulatory 
restrictions. 

An outstanding example of the preposterous requirements imposed 
by States upon the peadtiew industry at the behest of the railroads is 
the infamous Texas law which forbade a truck with a load in excess 
of 7,000 pounds to operate on the highways of Texas unless it was 
en route to a rail terminal or depot in which case the permissive load 
was double. 

You will hear more on this later from a witness from Texas. 

As stated above, some railroads were once in the trucking business 
but because of their agitation for laws restricting truck operations, a 
number of them felt obligated to cease activity as truckers. 

As found by Judge Clary in the Noerr case: 

The Pennsylvania Railroad itself entered the trucking field during the decade 
of 1930 to 1940 and operated a fleet of long-haul trucks * * *. This operation 
was later ordered discontinued, and as testified to at the trial, based largely on 
the premise that the weight restrictions of the State of Pennsylvania prevented 
operation of these units at a profit. 

On the other hand, within a few years after the passage of the 
Motor Carrier Act in 1935, the railroads realized their mistake in not 
having entered into the trucking business before regulation. Ever 
since, they have been trying to rectify this situation. They have tried 
and are still trying before the Commission and the courts to remove 
existing restrictions which confine their trucks to auxiliary and sup- 
plemental service. They have applied for and continue to apply for 
new and unrestricted certificates under section 207 (a). 
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These approaches they have tried for years and they have at times 
been more successful than we believe to be in the public interest. 
However, the rail carriers are apparently not satisfied with the 
progress they have made. aa 

The approach has been, as I have said, inconsistent. We cannot 
help but wonder what the railroad attitude would be toward, for ex- 
ample, increased truck size and weight limits in the various States, 
should the bills before you become law. Where would they decide 
their prime interest lay? Up to now we have fought hard for horse- 
and-buggy restrictions. ‘ 

Today they are here—appealing to the highest authority—the Con- 
gress. They ask that you change the law to allow them to engage in 
unrestricted truck transportation, 

From this brief explanation of the law today let us turn to the posi- 
tion of the trucking industry on the issue before us. 


THE TRUCKING INDUSTRY'S POSITION 


The industry which I represent before you today—the independent 
trucking industry—opposes the pending bills on one major premise. 
Our thesis is that passage of this legislation will change the face of 
transportation in the United States in such a way that it will benefit 
none of the groups that will be most affected by such a violent up- 
heaval. 

It is our view that neither the public, the shippers particularly the 
small shippers, nor the trucking industry will be benefitted by this 
proposal. 

THE EFFECT ON SHIPPERS AND THE PUBLIC 


In testimony before the Senate Interstate and Foreign Commerce 
Committee on this same subject in February 1958 an ATA witness 
stated : 


The gravest danger in the proposal of the railroads is the possibility of elim- 
ination of real competition in transportation. 


I believe that this committee will be interested in a brief statement 
of some of the ideas which have been expressed on this elimination 
of competition, and the historic reasons for the present law. 

The committee will be interested in some of the statements made by 
congressional committees and by the Interstate Commerce Commis- 
sion. 

While we could go back earlier, may I first quote to you from a 
1912 House report of a committee considering the need to limit the 
operations of water carriers by railroads. The report said: 

The proper function of a railroad corporation is to operate trains on its tracks, 


not to occupy the waters with ships in mock competition with itself, which in 


reality operate to the extinction of all genuine competition (H. Rept. 423, 62d 
Cong., 2d sess., p. 12). 


In 1915 the ICC, in an opinion denying certain applications deal- 


ing with the right of railroads to continue to own lake carriers, said, 
mM part: 


These boat lines under the control of the petitioning railroads have been 
first a sword and then a shield. When these roads succeeded in gaining con- 
trol of the boat lines which had been in competition with paralleling rails in 
which they were interested, and later effected their combination through the 
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Lake Line Association, by which they were able to and did drive all inde 
pendent boats from the through lake-and-rail transportation, they thereby 
destroyed the possibility of competition with their railroads other than such 
competition as they were of a mind to permit. 

The large financial resources of the owning railroads make it impossible 
for an independent to engage in a rate war with a boat line so financed (Lake 
Line Applications Under Panama Canal Act, 33 I.C.C. 700, 716). 

Incidentally, having been blocked by the Panama Canal Act and 
by decision such as the one I have just referred to, from destroying 
their water carrier competition through the use of captive boat lines, 
they then went on and destroyed it by the use of destructive rate 
competition. Traffic did not again move on our waters until the act 
of 1920 gave the Interstate Commerce Commission effective minimum 
rate power which placed it in a position to discourage and prevent 
destructive rate competition. 

The rationale of the 1912 House report and the Zake Line case 
appear again and again in the more than 20 times this proposal has 
been before the Congress and in decision after decision of the Inter- 
state Commerce Commission and the Civil Aeronautics Board. 

“ach time Congress has considered it, it has found that it would 
not be in the public interest. Each time your arms, the regulatory 
Commissions, have considered it they too have recognized the danger 
inherent in unrestricted common ownership of modes of transporta- 
tion, and they have permitted it only rarely, and then only upon a 
showing that exceptional circumstances justify a departure from 
the contrary congressional policy. 

In 1935 when the Motor Carrier Act was passed, the proviso which 
these bills would remove was the subject of considerable discussion. 
Senator Wheeler, chairman of the Senate Interstate and Foreign 
Commerce Committee, said of the proviso: 

With this limitation, it will be possible for the Commission to allow acquisi- 
tions which will make for coordinated or more economical service and at the 
same time to protect the public against the monopolization of highway car- 
riage by rail, express, or other interests (79 Congressional Record 5655, Apr. 
15, 1935). 

Similarly the chairman of a subcommittee of this committee said 
in explaining the bill: 

Section 218 provides that the Commission shall control the consolidation, 
merger, and acquisition of control of motor carriers. I will say in this respect 
that it is the intent, and it is important to the welfare and progress of the motor 
earrier industry, that the acquisition of control of the carriers be regulated 
by the Commission so that the control does not get into the hands of other 
competing forms of transportation, who might use the control as a means to 
strangle, curtail, or hinder progress in highway transportation for the benefit 


of the other competing transportation (79 Congressional Record 12206, July 
31, 1935). 


The ICC said in an early decision interpreting this proviso: 


* * * we are not convinced that the way to maintain for the future health- 
ful competition between rail and truck service is to give the railroads free 
opportunity to go into the kind of truck service which is strictly competitive 
with, rather than auxiliary to, their rail operations * * *. Truck service 
would not, in our judgment, have developed to the extraordinary extent to which 
it has developed if it had been under railroad control” (Pennsylvania Truck 
Lines, Inc--Control-Barker, 1 M.C.C. 101, 111). 


While the commission has at times strayed somewhat from this 
sound doctrine, it has remained as a general tenet of Commission 
philosophy. 
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Would the public and the shipper benefit today : Since the Congress 
has seen fit to act on many occasions to keep the various modes sep- 
arate and in competition with each other, it would appear that there 
must be some compelling new reason which has arisen if the Congress 
is to change its mind. 

What is alleged to be this reason ? 

Is it that the railroads “are in trouble”? Certainly no member of 
this committee can remember when the cry of the railroads was not 
“unless you do something for us, nationalization is the only answer.” 
Certainly reference to the daily financial pages of the press belies this 
statement today, but if it be true, it is nothing new. This cannot be 
the change, it must be in another area. 

What are the reasons which are advanced by the railroads them- 
selves to persuade Congress that separation of truck and rail trans- 
portation is not now necessary in the public interest? What cogent 
arguments are advanced to prove that a rail monopoly of transporta- 
tion will not result ? 

In part, the railroads’ reasoning is premised upon two arguments: 
first, that existing independent motor carriers are protected by the 
certificates which they hold from the Interstate Commerce Commis- 
sion and that the railroads could only obtain certificates by meeting 
all required tests for new service and, secondly, that the ability of 
the shipper to move his own goods in his own trucks is an effective 
restraint against any monopoly. 

Let me invite your attention to the first of these premises which 
the railroads have raised. 

It says, in effect, “How can the railroads obtain a monopoly when 
existing motor carriers will retain their certificates even though we, 
the railroads, may also get certificates?” 

What they have failed to mention is what will inevitably follow 
after the railroads obtain these certificates. 

Our testimony has already developed the method by which the rails 
could use their trucking subsidiaries as “fighting ships” to destroy 
competition. With that in mind, consider the fate of the thousands 
of small motor carriers that have gross annual revenues which are 
less than the amount of money paid annually by the New York Cen- 
tral Railroad to the support of the Association of American 
Railroads. 

Comparison can only result in the conclusion that the certificates 
which would be retained by the independent motor carrier would be 
no more than a piece of paper if there is no freight for the owner 
of that piece of paper to move in interstate commerce. 

The probable fate of the operations of scores of thousands of small 
for-hire carriers and shippers under the strongly financed and monop- 
oly minded maneuvers of rail-owned trucking fleets would consti- 
tute an economic disaster of sizable proportions. 

Yet this by itself might be reckoned as only an incidental matter 
were there general soundness in permitting it to occur. The far 
deeper and wider casualty would be the foreshadowing of those 
groups who have always stimulated the Congress to alertness in writ- 
ing the laws of transport. I speak of the tragedy which might. be- 
fall the little businessman, the farmer, the merchant, the consumer, 
and even the section of the country where transportation is rigged 
against them. 
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Transport costs and conditions enter into the stability or instabil- 
ity, the success or failure, of almost every activity for livlihood in a 
nation with the splendid distances ours has. Producer and market, 
manufacturer and consumer, are as often as not hundreds of miles 
apart. Movement and its expenses are an ingredient of major con- 
sequence in every price, and often equal the margin between profit 
and loss. 

In the upsetting and then selfish management of these costs would 
lie the real threat of a transportation pattern in which competition 
was mock instead of real. 

I urge that the committee bear in mind that monopoly in the hands 
of the railroads can take many forms. The result of elimination of 
independent motor carriers need not be a monopoly necessarily on a 
national or even a regional basis. 

If this legislation were to pass the Congress and if independent 
motor carrier service between any two points in the United States 
were to be eliminated as a result, then a monopoly would be complete 
insofar as a shipper between these two points was concerned. 

If a manufacturer of any product must turn to the railroads for 
the transportation of his saith between two points, I leave it to this 
committee to decide whether or not this is in the public interest. 

It is obvious that the continued existence of independent motor 
carriers will be no bar to a rail monopoly. This is no skeleton resur- 
rected from a closet. It is a real and positive threat to the American 
system of competition. 

The railroads say further that monopoly will not result because 
whenever the railroads offer service by truck an independent truck- 
ing company has only to offer better service once again and the 
monopoly will be broken. This is not like the corner drycleaning 
establishment or the neighborhood drugstore. We are here dealing 
with an area closely related to the public utility field and it is im- 
portant that you bear in mind that common or contract motor car- 
riers do not get in and out of their businesses like the neighborhood 
drugstore. 

Not only are there large capital investments involved in such mat- 
ters as equipment and terminals, but perhaps more important are the 
difficulties inherent in obtaining Interstate Commerce Commission 
permission once it is lost. 

As the committee knows, ICC proceedings necessarily are time 
consuming and costly. To say that the independent motor carrier 
industry can break a monopoly once it has obtained a stranglehold 
is to lose sight of the true facts. Moreover, how could a new inde- 
pendent motor carrier or one returning to the field justify exposing 
himself to a repeat performance of the tactics which drove his prede- 
cessor to the wall ? 

The second thesis of the railroads is that monopoly cannot result 
because private carriage can effectively stop any threat of monopoly 
should the law be changed as they would have it changed. They 
state, in one of their many publications: 


So rapid has been the growth of private transportation by land, water, and 
air that movement of both persons and goods by privately owned automobiles, 
trucks, vessels, and airplanes is commonplace. 
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While we can agree wholeheartedly with this statement we cannot 
agree with the conclusion which they draw from it—that this “do- 
it-yourself” ability effectively prevents monopoly by any one mode of 
transportation. 

Private carriage, to be sure, has grown tremendously in recent 

ears but it most certainly has not reached the point where it can be 
instituted by any shipper who is faced with a threat of rail monopoly. 
We would caution the committee to look as any shipper would look 
at the problems inherent in private carriage. A shipper contem- 
plating his own private carriage must recognize that he will now be 
faced with many problems including a multitude of State regulations 
controlling the size and weight of his vehicles, the problem of reci- 

rocity on license plates between the various States, the fact that 
his drivers will be members of a particular union, not to mention of 
course the investment—a modern fully equipped tractor and semi- 
trailer of the average type that we have in the eastern United States 
will cost approximately $19,500. 

Most important of all, he must have a fairly large volume of 
freight moving in only a few directions. To protect most markets, 
shippers need multidirectional small shipment service. 

We do not feel that common ownership, integration, one-package 
transportation, diversification or, by whatever name it may be called 
is an answer to better service, cheaper rates, or a sounder transport 
system in the interest of the public. 


THE EFFECT ON MOTOR CARRIERS 


In this portion of our testimony we will be partisan. Highly 
partisan—and we intend it to be just that. 

The history of truck transportation is a young and vigorous his- 
tory. The men who began our trucklines began, in many, many in- 
stances as drivers or as owners of one or two trucks. You will hear 
the story from other witnesses. They cannot sit idly by and see that 
which they created wrecked by their lifelong competitors under the 
very eye of the Government. They fear that would be the result if 
you should approve one of these bills. 

But this is not a question of mere blind opposition. There are 
cogent arguments as to why these bills would adversely affect motor 
carriers. 

We ask the committee to consider for a moment the progress which 
has been made in transportation in recent years. In all fields of 
transport there is great progress. What has brought about this 
progress—this revolution in transportation ? 

Primarily it has been competition between the various modes. It 
is truck competition and flexibility which have improved rail de- 
livery time. It is rail rate competition which has made our indus- 
try seek efficient, more powerful trucks and trailers, and the right to 
run larger trucks. 

Without competition between the various modes, would there have 

en such progress? Had the railroads controlled the airlines, would 
they have developed to the point where today they have attracted a 


major share of passengers? In our opinion, the answer can only 
be an emphatic no. 
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It seems obvious that railroad management would make every effort 
to eliminate competition. If these bills pass, then they will be ing 
position to stifle competition, and to stifle the progress which the pub- 
lic has a right to expect in the years to come. 

One other aspect of the effect of these bills on motor carriers de. 
serves mention. The committee is aware that many motor carriers 
are limited in their franchises issued by the ICC to certain commodi- 
ties such as petroleum products, frozen foods, automobiles, et. cetera, 
Carriers of this type would be peculiarly vulnerable should these bills 
become law. 

An independent motor carrier limited to a single type of com- 
modity would stand little or no chance in competing with a railroad 
or its subsidiary motor carrier which might obtain a certificate if 
H.R. 7960 or H.R. 9280 were to be approved. 

It seems obvious that the railroads under their proposal will have 
two alternatives. These may be simply stated as follows: 

First, the railroads may treat their new found motor carrier sub- 
sidiaries as true competitors just as an independent trucking company 
today competes with a railroad. 

In other words, the parent and its child would be actively compet- 
ing for every pound of freight which could move either by rail or 
highway. This would have the inevitable result of reducing the ton- 
nage and the revenues that move via the railroad if, and I emphasize 
the “if,” there is true competition between the two. 

The second alternative is for the railroad to use its motor carrier 
subsidiary, not as a competitor of the parent but as a competitor of in- 
dependent motor carriers. We have already detailed what will be the 
result if railroads are turned loose against the independent trucking 
industry. 

We do not feel that anyone is so naive as to believe that the rail- 
roads will use the first alternative. Financial control such as would 
be inevitable here does not permit of competition. We can imagine 
that either someone would lose his job or the competition would slack 
off. The latter is more probable. 

Under either of these alternatives the result will be harmful to the 
trucking industry and to the public. The public will be denied the 
benefits that it has gained through competition. The independent 
trucking industry will see itself crippled and perhaps eliminated as 
rail monopoly advances. 


THE TRUCKING INDUSTRY’S PROPOSAL 


The American Trucking Associations, Inc., wishes to make two pro- 
posals to the committee today. They are not separable though one 
involves legislation and the other involves voluntary action by the 
carriers, 

It is the goal of the trucking industry to give the public better serv- 
ice, at the lowest possible costs and at the same time to, in the words 
of the national transportation policy, “preserve the inherent advan- 
tages of each” mode of trarcvortation. 

oth of the proposals we will make today are directed to that end. 

First, as it has for years, and as the previous witness stated, the 

trucking industry urges strongly that there be more coordination be- 
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tween the various modes of transportation. No change in the law is 
required. Coordination should be voluntary. 

All that is required is that there be in fact more cooperation between 
the modes. 

This coordination may take any of several forms. It can be in the 
area of joint rate and through route tariffs between rail and motor 
carriers. It can take the form of piggyback arrangements between 
motor and rail carriers or in the area of container intere hange. 

All of these are operations which can only be achieved if there is 
mutual cooperation. While there is some slight improvement, many 
railroads adhere to an old die-hard philosophy of noncoordinated 
service. 

Last year one of our mi ajor rate bureaus sought conferences with a 
number of rail carriers looking to the establishment of joint rates. 
The reply from one rail president was typical. He said: 

This matter has been given considerable attention since our meeting and it 
has been thoroughly discussed with the other eastern representatives with whom 
you conferred. At this time we cannot see our way clear to joining your 
carriers on through rates. Of course, the transportation picture changes from 
day to day and our thinking could change with it. I assure you that in the 
event there is any change in thinking, we will contact you. 

It is the old story, Mr. Chairman, of “Don’t call us; we will call 
you.” 

Similarly, many railroads today have steadfastly refused to enter 
into agreements to carry the trailers of motor carriers in so-called 
piggyback service. This is what is referred to as plan I piggyback 
and it is a prime example of coordination. No change in the law is 
needed to effect this. 

What is needed is a changed attitude on the part of railroad man- 
agement. Their conduct today is reminiscent of the days in 1941 
when the Department of Justice successfully demanded in an antitrust 
suit that railroad management rescind an agreement forbidding mem- 
ber lines from establishing joint rates with common carrier tr ucklines. 

Despite the provisions “of the act which today permit joint rates, 
despite the antitrust action of years ago and despite the joint advan- 
tages which would flow to rail and highway carriers from coordinated 
service, tradition-bound rail management refuses to effect. coordinated 
service. Instead they urge upon you the theory that if they are given 
unrestricted trucking authority that our transportation plant will be 

vastly improved. We challenge that thesis. 

Our second proposal requires a legislative change. It is our pro- 
posal that effective coordinated transport and in fact more effective 
overall transportation can be achieved if the very provisions of the 
act of which the railroads complain were tightened rather than 
relaxed. 

There are, as I said early in this testimony, two sections of the act 
which the pending bills would amend. These are section 5(2)(b) 
relating to mergers and acquisitions and section 207 relating to new 
operating authorities. 

The bills before you would repeal the proviso in section 5(2) (b) 
which requires that, among other things, a railroad use trucks in “its 
operation.” They would also write into section 207 a statement that 
a railroad may, upon proper proof, obtain an unrestricted motor com- 
mon carrier certificate. 
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That, incidentally, Mr. Chairman, is the provision of the bills that 
Mr. Frantz was speaking of as a rubber stamp provision of the law, 
The second half of the bills before you which would amend section 
207 to specifically say that upon application, existing restrictions jy 
rail-motor carrier certificates, shall be removed automatically. That 
is the provision of the bills to which he made reference. 

ATA proposes that section 5(2)(b) be amended to prohibit raj] 
acquisition of motor carriers in any manner or for any purpose. And 
we similarly propose that section 207 also be amen a with specific 
language which would prohibit the issuance of certificates of public 
convenience and necessity to railroads or railroad subsidiaries for 
operation as motor common carriers. 

While the bills now pending before you do not amend section 
209(b) of the act, we feel that an amendment is also necessary to this 
section. The section authorizes the ICC to issue permits for contract 
carrier service and some railroads or their subsidiaries now operate 
under permits issued by the ICC. Accordingly we would place iden- 
tical restrictions in section 209(b) as we have proposed to be inserted 
in section 207. 

All that has been said in this statement in opposition to the pending 
bills supports the specific proposal for a legislative change such as 
the one I have just outlined. There is no need to reiterate these 
points. 

SUMMARY 


The trucking industry has today told to the committee its story on 
the issue of common ownership of the several modes of transportation. 

We have outlined the law today and we have shown that the rail- 
road proposals would benefit none of those affected—the public, the 
motor carriers, or even the railroads. 

We have asked the question, What is the compelling new reason 
which has arisen which should persuade Congress to change a policy 
of nearly 50 years? 

We ask another question also, Will the railroads continue to favor 
unitive taxation on highway carriers if the bill should pass? Or 
‘urther restrictions on truck efficiency ? 

We have asked whether or not the railroads intend for their hoped- 

for truck subsidiaries to compete with their parent rail lines. 

It has been our thesis that no legislation such as is before you today 
in the form of H.R. 7960 or H.R. 9280 will be in the interest of a sound 
transportation system in the United States. 

We respectfully urge that the committee not act favorably upon 
these bills, but instead that the committee, in the public interest, give 
immediate and serious consideration to the suggested legislative 
changes which have been proposed in this statement. 

That completes my prepared statement, Mr. Chairman. 

Mr. Movutper. You certainly have made a very strong and per- 
suasive statement. 

Mr. Jarman, do you have any questions ? 

Mr. Jarman. At this time I have one clarifying question, Mr. 
Chairman. 

In indicating on page 17 of your statement that “we similarly pro- 
pose that section 207 also be amended with specific language which 
would prohibit the issuance of certificates of public convenience and 
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necessity to railroads for railroad subsidiaries for operation as motor 

common carriers,” do I understand, then, that you are proposing that 

we change the present law which allows the railroads to use common 

carriers “in its operations,” for what is termed auxiliary and sup- 
lemental service ? 

Mr. Forr. Yes, Mr. Jarman. 

Mr. Jarman. That there be a blanket prohibition on the railroads 
against the use of motor carriers for any purpose 

Mr. Forr. That is correct. 

Mr. Jarman. I think that is all I have at the present time, Mr. 
Chairman. 

Mr. Moutper. Mr. Springer. 

Mr. Sprincer. I have no question. 

I think you have made an excellent statement, Mr. Fort, and I 
would like to say that I like the way you pin down your objections 
to the bill, and also your constructive suggestions on what you felt 
the legislation should be. 

I have an understanding from your statement of exactly what 
your position is, together with the points involved. 

Thank you, Mr. Chairman. 

Mr. Forr. Thank you, Mr. Springer. 

Mr. Movtper. Thank you very much. 

After hearing all of the remaining witnesses and statements to be 
presented by witnesses in opposition to the bills pending before the 
committee, a statement of Giles Morrow, president and general 
counsel, Freight Forwarders Institute, will be filed and inserted into 
the record. 

Mr. Forr. Before leaving the witness stand, Mr. Chairman, may I 
file for the record the statement of Mr. Donald Kipp, who is listed 
on your schedule as a witness today? Mr, Kipp is ill in the hospital 
and will not be able to be present. 

I would like to take this opportunity to file his statement, if I 
may. 

Mr. Mouvper. Following your statement ? 

Mr. Fort. Yes. 

Mr. Mouvper. It is so ordered. 

(The statement referred to follows:) 


STATEMENT OF DONALD P. Kipp, PRESENT, KRAMER Bros. FreicnHt Lings, INc., 
APRIL 12, 1960 


My name is Donald P. Kipp. I reside at 6728 Valley Spring Court, Birming- 
ham, Mich. I am president of Kramer Bros, Freight Lines, Inc., which corpo- 
ration is a regular route common carrier of general commodities operating un- 
der certificate No. MC 3261, issued by the Interstate Commerce Commission. I 
have been associated with Kramer Bros. Freight Lines, Inc., in various capaci- 
ties since 1935, and was elected president of the corporation in August 1956, 

Kramer Bros. Freight Lines was founded in 1922 under the name of Kramer 
Cartage Co. and has been continuously engaged in the transportation of prop- 
erty in interstate commerce since that date. Since its founding, the company 
has experienced a gradual growth and expansion, until today, it serves nine 
States and the District of Columbia, maintaining office and terminal facilities in 
the following cities: Detroit, Pontiac, Flint and Lansing, Mich. ; Chicago, II1.; 
Toledo and Cleveland, Ohio; Pittsburgh, Harrisburg and Philadelphia, Pa.; 
Baltimore, Md.; Washington, D.C.; Wilmington, Del.; Trenton, Metuchen and 
Carlstadt, N.J.; and New York City, Buffalo and Newburgh, N.Y. 
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For the year 1959, this company had intercity freight revenue of $16,242,749 
At the close of 1959, it employed 1,143 persons and had assets of $4,474,844, 

The territory authorized by the Interstate Commerce Commission to be served 
by Kramer Bros. Freight Lines, Inc. is a highly competitive one at the present 
time. Embracing as it does the highly industrial areas lying along the Atlantic 
seaboard from New York to Washington and thence westward north of the Ohio 
River to Chicago, it is served by many motor carriers, both common and eon. 
tract, and is served by a number of the Nation’s largest railroad systems, among 
these being the Pennsylvania, the New York Central, the Baltimore & Ohio, the 
Erie, the Delaware, Lackawanna & Western and the Wabash, to name only a 
few. 

In this highly competitive territory this company has, over the past 20 years, 
enjoyed a healthful and gradual growth, having built its business from a freight 
revenue of $1,300,000 in 1939 to upward of $16,200,000 in 1959. There are now 
over 5,000 shippers and receivers of freight in this territory who are on the 
company’s regular customer list in addition to thousands of others who are 
casual or occasional customers. 

This growth has not been due to any purchases of other lines, acquisitions 
or mergers, but has been a sound, gradual development of the same business, 
expanded to meet the needs of the shipping and receiving public. 

I am sometimes asked by friends in other lines of business, or by shippers, 
how we have managed to increase our annual revenues by 12% times in the 
relatively short period of 20 years. This is a very respectable increase in busi- 
ness even considering the general growth of the economy. 

My answer is not a self-serving one, but could be made by any common 
earrier truckline enjoying a similar growth in the past years of our expanding 
economy. The whole story is told in one word—service. The operation of a 
successful truckline today requires constant attention, daily attention, and 
the personal attention of the top-management people. We are very close to the 
shippers of freight, the traffic managers, the vice presidents—production. We 
have deliberately kept as close to them as possible—and there is a standing 
order in my office that phone calls come through and visitors come in. 

Our business has enjoyed some unsolicited growth, of course. But by and 
large we have increased volume because we keep very close to the daily needs 
of shippers—seeing their distribution problems, visiting their plants, going over 
with them all the many details of their business which we can help solve. This 
is a peculiarity of the modern common carrier truckline, and I honestly be- 
lieve this is why Kramer Bros. Freight Lines has grown. 

We believe that the growth experience of our company is typical of that of 
many other motor carrier enterprises throughout the Nation, and amply dem- 
onstrates the fact that the motor carrier offers a diversified, flexible, reliable 
service that has inherent advantages so far as the freight moving public is 
concerned. There is unquestionably a public need and a continuing demand for 
the type of service which the motor carrier is rendering. 

There is another aspect to the service of the public carriers which we must 
not lose sight of; and this was brought out for all to see in hearings before a 
suhcommittee of the Committee on Armed Services of the House of Repre- 
sentatives, 86th Congress, 1st session, under House Resolution 19, reported 
October 10, 1959 (Representative Paul J. Kilday, chairman). 

Representative Kilday’s subcommittee looked into the adequacy of transporta- 
tion in the event of mobilization. The testimony of Owen B. Jones, Deputy 
Assistant Director for Transportation, Office of Civil and Defense Mobilization, 
was striking, and I believe deserves emphasis. 

Mr. Jones said in part: 

“Your first discussion point inquires into the present status of domestic 
transportation systems and facilities. Your question: ‘Are they sound physi- 
eally and economically?’ 

“A quick résumé of what comprises the transportation industry today will 
help us in answering this. 

“This Nation has a substantial proportion of the world’s transportation re 
sources; more than the rest of the world combined, according to most authori- 
ties. Included in this are some 60 million automobiles, 1214 million trucks and 
buses, 30,000 locomotives, a million and three-quarters rail cars, some 12,000 
commercial watercraft, and 65,000 aircraft. A detailed listing of terminals, 
roads, and other facilities would be similarly impressive. Yet these data would 
tell us very little about the strength and capability of the Nation’s transporta- 
tion industry. 
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“First of all, the proportion of the above which serves the public as a whole, 
and which supports the main streams of commerce, is relatively small, amount- 
ing to the rail segment, a mere 150,000 trucks, 25,000 intercity buses, only 2,000 
powered craft on inland waters, and something under 2,000 commercial aircraft. 
These common service for-hire public carriers represent the backbone of the 
transportation industry and the pdwerful composite force upon which greatest 
dependence would fall in wartime.” [Italics added.] 

Mr. Chairman, as a representative of the truck segment of the public carriers 
this high Government official is talking about, I find his statement very much 
to the point of these hearings. He goes on to point out that the American 
economy generated 1,240 billion ton-miles of freight in 1958. The transporta- 
tion industry met the need. 

“If this had been 1,340 billion ton-miles,” he testified, “as it was the year 
pefore, or 1,500 billion as it may be next year, the transport industry would 
have no difficulty whatsoever meeting it, for the primary characteristic of trans- 
portation is its versatility in adapting to ever-changing needs.” [Italics added.] 

At another place in these same hearings, I was impressed by the testimony of 
Maj. Gen. I. Sewell Morris, U.S. Army, Executive Director, Military Traffic 
Management Agency, Department of Defense. As the officer responsible for 
our defense transportation readiness, he made these comments on the situation: 

“T believe that in any war of the future, success will be governed by our speed 
of reaction, primarily, with the facilities that are available at the initiation of 
hostilities. One of the most important facets of speed of reaction is transpor- 
tation.” 

I will not presume to interpret these statements to Members of Congress. 
As a motor carrier executive, however, they tell me that there is deep under- 
standing of the transportation capability represented by the common carrier 
modes, and the entire range of transport facilities of every kind. It is most 
encouraging to find that men able to judge our transport as a whole are of the 
opinion that the transportation industry, evolved in response to the natural 
economic forces of our economy, is as sound and dependable as the American 
economy itself. This is very definitely saying that our transportation meets 
the test of providing the service; and is likely to meet any future test, however 
severe, required by national defense. We could not ask for any finer appraisal 
from men able to judge and having the responsibility to judge. 

This raises a simple but most important question: Why disturb the very 
natural forces (in other words, competition) which have produced the best 
transportation system which we may realize? Surely no person will assert that 
the bills before this committee, if ever enacted into law, will not tend to 
reduce the absolute number of carriers dedicated to the public service, and 
will tend to reduce competition. I believe this is beyond argument. 

The essence of the subject matter of the proposed legislation (encompassed 
in H.R. 7960, H.R. 7961, H.R. 7962, and H.R. 9279, H.R. 9280, and H.R. 9281) 
lies in the answer to this question : 

“What particular companies in our transportation system in the future will be 
financially strong enough to be in business?” 

It is auite clear that the bills under consideration by this committee, if 
ever enacted into law, introduce a completely new element in the competitive 
transportation picture. That is the element of sheer financial strength— 
$100 million against $100,000. The element of very big capital able to swing 
its muscle around and take advantage of modest capital. 

May I offer documentation on this point : 

In 1958, for example, there were 17.852 motor carriers of property operating 
under authority granted by the Interstate Commerce Commission. These car- 
riers had aggregate operating revenues of approximately $6,131 million, or an 
average of $343,000 per carrier. By comparison, in 1958 the 110 class I rail- 
roads of the country had operating revenues totaling $9,565 million, an average 
of $87 million per carrier. 

Stated another way, the facts become even more impressive. One of the 
country’s largest railroads, the Union Pacific, had a net income after taxes 
and fixed charges of $77.8 million in 1958. In the same year the net income 
after taxes of all 872 reporting class I motor carriers was $54.8 million. 
By simple arithmetic, the net income of all these class I motor carriers was 


equivalent to 70 percent of the net realized by just one of the country’s large 
railroads. 
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The trucking industry, by and large, is small business. The average annual 
revenue of 872 class I motor carriers in 1958 was roughly $4% million per 
carrier. These were the “big boys.” The average annual revenue of the smaller 
carriers embraced in classes II and III was $131,000 per carrier. The inescap 
able conclusion is this: All motor carriers are small business as compared with 
the railroads ; the vast majority of motor carriers, 95 percent of them, are smajj 
business by any standard. 

The bills before this committee would place the financial resources of giant 
railroad companies—many enjoying very substantial nontransportation reye. 
nues—against the very meager financial power of motor carrier competitors, 

The new element that would be injected seems to me to place too much reliance 
on financial strength and too little on service to the public. Throughout the de 
velopment of the motor carrier industry, we have grown in acceptance with 
shippers on the principle: How much service can you render? We do not relish 
doing business under the proposed new standard set forth in this legislation. 
At first, it may appear attractive to some commercial interests, but they would 
change their tune in short order, we believe, once they found themselves again 
faced with monopoly transportation. 

Having said that we oppose these bills with all the strength at our command, 
the committee members have a right to ask, “What does the trucking industry 
stand for?” 

We have presented our views numerous times before the Congress in recent 
years since the hearings in the 84th Congress, 2d session, on H.R. 6141, H.R. 6142, 
and other bills to amend the Interstate Commerce Act. With your indulgence, 
may we again indicate the cardinal points of transportation policy we affirma- 
tively believe. 

First, we believe the shippers and receivers of freight are best served by inde. 
pendent modes of transport each competing in its own sphere to provide the 
maximum of service at the minimum of cost. It is unthinkable to us that a 
railroad company, if it owned a trucking operation along its routes and parallel- 
ing service, would thrust ahead to obtain the greatest possible development of 
the truck as an instrumentality of transportation. 

No man can serve two masters. This rule of life works in the business world 
just as it does in the world of moral values. 

Second, we truly believe in the motor carrier field that traffic belongs to 
shippers, not to carriers. The underlying philosophy of our business has been, 
and continues to be, improved service to shippers by motortruck. It is, by this 
line of reasoning, the historic policy of Congress not to legislate in such a way 
that the only conceivable result would be that a given dollar volume of business 
(freight traffic) would be transferred from one group of businessmen (the motor 
carriers) to another group of businessmen (the railroads). 

Third, we assert that the shippers, and the public, in the United States now 
enjoy the greatest range of transportation services ever available to the busi- 
ness and commercial life of any nation. Small towns, remote places, sparsely 
populated areas, as well as the big cities, the large markets, all enjoy a balanced, 
abundant system of public transportation. In addition, private transport means 
are available and used in all areas—surface, air, and water. There never has 
been an economy so completely served by the transportation industry, one which 
manages to pay very substantial taxes to the governing bodies, and is in 
private hands. 

All of this transportation without exception is the end result of everpresent 
competition. You see it in this year’s new model compact cars and you see it 
in the great improvements in truck transport fostered by our industry. You 
see it in railroad classification yards and all-diesel railroads. You see it in jets. 

In sum, our American transport system is not a hodgepodge or a helter-skelter 
as some have tried to picture it. It is a very intricate, well-balanced system of 
independent modes of transport. We do not claim it is perfect, or incapable 
of improvement. 

We do claim it works. It provides more, and more inexpensive, transporta- 
tion to the public than any other transport system in the world. The key to 
this is competition. If you enact the bills before this committee, you throw 
away that key. You lose the balance and the interrelated service to every 
populated place in these United States—including Alaska and Hawaii, our 
newest States. 

With a choice of that kind before you, our industry believes you will not throw 
away the key. 
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Mr. Moutper. The committee will recess until 2 p.m. this afternoon. 
(Whereupon, at 12:24 p.m., the subcommittee was adjourned, to 
reconvene at 2 p.m., same day.) 


AFTER RECESS 


(The subcommittee reconvened at 2 p.m., Hon. John Bell Williams 
(chairman of the subcommittee) presiding. ) 

Mr. Witu1aMs. The subcommittee will come to order, please. 

The next witness is Mr. W. W. Callan, chairman of the board, 
Central Freight Lines, Inc. 

Mr. Callan, you may proceed. 


STATEMENT OF W. W. CALLAN, CHAIRMAN OF THE BOARD, 
CENTRAL FREIGHT LINES, INC., WACO, TEX. 


Mr. Cartan. My name is W. W. Callan and I live at Waco, Tex. 
I am chairman of the board of Central Freight Lines, Inc., a motor 
common carrier operating wholly in Texas, but engaged in both inter- 
state and intrastate commerce. 

Central Freight Lines is owned entirely by its employees, there 
being more than 200 stockholders. The operations cover a network 
of 6,000 miles on daily schedules and provide for pickups and de- 
liveries to 450 cities, towns, and villages. 

The territory begins at the Texas-Oklahoma line and at the Texas- 
Louisiana line and provides service to the major cities in the central 
and southeastern part of the State, including Dallas, Fort Worth, 
Waco, Austin, San Antonio, Houston, Galveston, and Beaumont. 

The truckline now serving Texas overnight was started in Waco 
in 1925 with one piece of truck equipment. It grew by oe 
what was then quite a novelty; that 1s, door-to-door freight service 
for shippers in the Waco area. As rapidly as earnings permitted, 
more truck equipment was added. 

In those days, of course, Central was a modest operation with few 
employees and a lot of faith in the future of motortruck development. 
In the earliest years there was no economic regulation, but we always 
found shippers willing to pay generally compensatory charges if 
they got, in return, the service they required. 

Waco remained the hub of the operation. Gradually Central 
reached out to serve other cities, but it always had the philosophy of 
serving the towns along the route, and has this philosophy to this day. 

Ihave been continuously engaged in the building of Central Freight 
Lines since the first shipment was delivered, a period covering now 
some 35 years. That is a long time in motor transportation. It is 
on the basis of this personal experience in transportation, includin 
World War II service in the U.S. Army Service of Supply, that 
—e as a witness before this committee. 

n its present operation, Central Freight Lines owns and uses 330 
truck tractors, 740 semitrailers and 350 additional pickup and de- 
livery trucks, making a total of 1,420 motor vehicle units. This 
equipment operated 18,100,000 miles during the year 1959 and the 
freight transported produced a freight revenue of $14,720,000. 
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The 1,500 employees of Central Freight. Lines received 58 percent 
of the company’s gross revenue as. salaries, which amount. to $8,513. 
000. I know of no other transportation service that provides such a 
high level of employment with reference to its total income as does the 
common carrier motortruck line. 

On an average day like today, for instance, Central will handle 
8,000 shipments with a total revenue of $47,780. The average weight 
is 740 pounds with an average revenue of $5.98. Truckloads are 88 
shipments, with revenue of $13,195, averaging $150 per shipment, 
Less than truckloads were 7,899 shipments with revenue of $34,584, 
an average of $4.38 per shipment. 

These 8,000 shipments contain the necessities of life—drugs, sun- 
dries, United States mail, tractor parts—as well as unprocessed and 
manufactured items required by industry. Our entire operation is 
completely regulated as to routes, rates, and service. 

The regulation of truck operations in Texas began in 1929. Before 
that time there were no requirements or restrictions for the operation 
of trucks for hire. The railroads were free to engage in the business, 
had they desired to do so. 

It was in 1935 that the Federal Government first began the reg- 
ulation of the operation of trucks for hire in interstate commerce, 
Prior to that time, the railroads were free to engage in the business, 
had they desired to do so. 

It was in 1935 that the Federal Government first began the reg- 
ulation of the operation of trucks for hire in interstate commerce, 
Prior to that time, the railroads were free to begin their interstate 
operations of trucks if they desired to do so. 

The development of the highway freight system has been made not 
with the help of the railroads, but in spite of their active opposition. 
In addition to this, there was in general little desire on the part of 
bankers and other financial interests to lend the capital required for 
growth. 

Not obtaining risk capital in the normal channels, most. companies 
financed their expansion and development by careful management and 
plowing back earnings. Our industry’s growth was from our own 
internal strength. 

For more than 20 years the railroads refused to render pickup and 
delivery in connection with their line haul, in less-than-carload freight 
service. For more than 30 years the railroads have opposed legisla- 
tion in the several States designed for the orderly development of 
highway transportation. I would like to point out only one of many 
instances of the railroad attempt to destroy highway transportation. 

In Texas in 1931, at the insistence of the railroad representatives, 
a 7,000-pound load limit was put into effect on movements of freight 
by truck. This State law provided that as long as a truck did not go 
beyond a railroad station, the load limit was 14,000 pounds. There 
was no restriction as to kind of highway; it could be paved, graveled, 
or an unpaved country road. 

As soon as a truck went beyond the first railroad station, the load 
limit was immediately cut in half. It was illegal to transport more 
than 7,000 pounds regardless of the character of the highway between 
any two points where railroad stations were located. 

Not for the 40 years that I have observed the railroad operation in 
Texas have they developed any new or original service for the ship- 
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ping public. Instead, they have resisted all change and have only 
iven way to the new order as it has been forced upon them, _ 

When there was no statutory requirement to be met, the railroads 
refused to develop their own trucklines. Instead, they devoted their 
time, efforts, and resources in the direction of trying to kill this new 
infant of motortrack transportation that threatened their monopoly. 
Their failure to do so has not yet lessened their zeal. 

This committee, in earlier hearings, has been told that it is necessary 
to enact legislation for the railroads to enter into the truck trans- 
portation field without service restrictions. My observation indicates 
there is now no need for any legislation. 

I would cite you a few instances to indicate that the railroads can 
enter the truck transportation field merely by observing the require- 
ments of section 207 and 5(2) (b) of the Interstate Commerce Act. 

The Santa Fe Trail Transportation Co., is a subsidiary of the 
Santa Fe Railroad. For some years their truck operations have been 
carried on in several] States other than Texas. In 1952 Santa Fe Trail 
came into Texas and acquired certificates for the operation of trucks 
over the highway, part by purchase and part by the grant of new 
certificates both from the Railroad Commission of Texas for the trans- 
portation of intrastate commerce, and by grants from the Interstate 
Commerce Commission for the operation of their trucks in interstate 
commerce. 

Again in 1955 the same railroad subsidiary acquired certificates 
from the Railroad Commission of Texas, part by purchase and part 
by new grants from the railroad commission and secured, at the same 
time, additional grants from the Interstate Commerce Commission for 
the operation im interstate commerce. Thus, the Santa Fe today is 
one of the largest motor carriers in the Southwest—all under present 
law. 

Some 20 years ago in the midwestern part of the United States the 
Rock Island Railroad Co., through its motor transport subsidiary, 
acquired certain certificates on which there were placed operating re- 
strictions. After conducting its operation for some years, the Rock 
Island subsidiary applied to the Interstate Commerce Commission 
for removal of the restrictions and the grant of unrestricted truck 
operating rights over a substantial territory covering several States. 

Upon what was considered special circumstances, the Interstate 
Commerce Commission granted the removal of the restrictions and 
the Rock Island has today certificates to carry on unrestricted truck 
operations. 

I have given these three illustrations for the purpose of pointing 
out that in my opinion it is not necessary to have legislation for the 
railroads to engage in the operation of trucks and the performance 
of highway transport service. 

In the years in which the truckline services were being developed, 
many thousands of trucking companies were organized and began 
operation under independent ownership. The great bulk of these 
started between the years 1925 and 1940. 

In order to meet the freight transportation requirements of the 
shipping public, they have bought land and built terminals—many 
costing in excess of $1 million. They have bought trucks and trailers 
and other operating equipment that totals into the billions of dollars. 
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Motor carriers have employed personnel, trained them and haye 
developed systems of operating to provide a freight service never truc 
before known in the rapid delivery of freight. The proposed legisla. have 
tion could have but one purpose and that is to allow the railroads mot 
to take over this business from the independently owned motor car. traf 
riers. In doing so, there would be destroyed the investments, the fr 
organizations and the jobs of the people who have built today’s high- por 
way transport system. “ 

These properties were created and the jobs established because the PS 
shipping public required a service not otherwise available. in 

The railroads were unwilling or unable or, perhaps unwilling and Hy 
unable to provide the service. Now that others have successfully 
developed it, it seems unfair to provide the atmosphere for the rail- men 
roads to again establish their transportation monopoly at the cost of 7 
destroying many thousands of independent business people who have ! 
built a service but who are economically weak when compared with we 
the railroads. 7 

Most important also is the adverse effect that this legislation would : 
have on the public with whom we deal—the shippers and receivers of A 
freight. 

One of the tools used by the railroads for more than 20 years to com- H 
bat highway transportation has been selective rate cutting. It has a 
not been uncommon for the railroads individually, or through groups, 
to single out a group of commodities not handled in substantial volume 
by them and to reduce the rates on those commodities below the cost I 
of performing the service. roa 

Had it not been for the rate regulatory authority in the several a 
States, and the Interstate Commerce Commission, the motor carriers 
would already have been eliminated from the transportation field. | 

In addition to the competition between railroad and trucks, there Ne 
are substantial numbers of independently owned trucklines competing —_| tie 
with each other in all of the shipping areas of the United States. sta 

Should the present legislation under consideration be enacted into a 
law, the natural result would be for the railroads to acquire one, or an 
more, of the locally owned independent trucklines through purchase. ha 
The second step would be to subsidize that truckline from the rail- —_| | 
road’s carload revenue in order that it could reduce the rates to the | ev: 


point of eliminating its competitors. | 
Historicaly, the railroads’ less-than-carload rates and the rail-owned 
transport company’s less-than-truckload rates have not been based 


upon the operating cost. It has been conceded by practically all of = 
the transportation experts that the railroads’ less-than-carload rates 
have not paid their fair share of the traffic for many years. The rail- Ww 
—— have made no real effort to place these charges on acompensatory : 
ass. the 
With the railroads having their carload revenues to sustain them, les 
they can go on indefinitely handling the less-than-carload business at th 
a loss either by boxcar or through motor carrier subsidiaries. The tr 
independently owned motor carriers have no such carload business to on 
support them. They, of necessity, must pay each year the full share 
of operating expense from the revenues received from the transporta- in 
tion performed. = m 
The truckload business of the trucklines is in direct competition he 


with private carriers who transport their own freight in their own ™ 
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trucks. The truckload rates of the motor carriers for that reason 
have to be directly related to the cost of performing the service. ‘The 
motor carriers cannot make a charge sufficiently high for truckload 
traffic to maintain a less-than-truckload service at a substantial loss. 

In conclusion, I would like to summarize by saying that the pro- 
posed legislation is not.in the public interest. _ 

First, because the railroads could have gone into the truck operations 
prior to any regulation if that had been their real desire. 

Second, under the present law, railroad subsidiaries, and others, can 
still go into truck operations. 

Third, this legislation would have as its end result the reestablish- 
ment of the railroad monopoly over transportation in the United 
States. 

Thank you, Mr. Chairman, for the opportunity to present these 
views to the committee. 

Mr. Wuu1ams. Thank you. 

Are there any questions, Mr. Moulder ? 

Mr. Movunper. I have no questions, Mr. Chairman. 

Mr. Wiu1aMs. Mr. Callan, at page 8 of your statement you say: 

Historically, the railroads’ less-than-carload rates and the rail-owned trans- 


port company’s less-than-truckload rates have not been based upon the operating 
cost. 


You say: 


It has been conceded by practically all transportation experts that the rail- 
road’s less-than-carload rates have not paid their full share of the traffic for 
many years. The railroads have made no effort to place these charges on a 
compensatory basis. 


On what do you base that statement ? 

Mr. Cauuan. I base that on the numerous hearings that I have par- 
ticipated in, both before the Railroad Commission and the Inter- 
state Commerce Commission. I did not bring the references of the 
conclusions of those Commissions here, but they are readily available 
and we will be very glad to submit those references and findings that 
have been made at various times. 

Mr. Wit1aMs. I think it might be well to ask you to submit some 
evidence to back up these statements. 

Mr. Catuan. I shall be very ha y to do so. 

(The material to be furnished {ch ows :) 


SUPPLEMENTAL STATEMENT OF W. W. CALLAN, CHAIRMAN OF THE Boarp, CENTRAL 
FREIGHT LINEs, Waco, Trex. 


This material is supplied in response to a question by Chairman John Bell 
Williams. During testimony on April 12, Representative Williams asked: 

“Mr. WILLIAMS. Mr. Callan, at page 8 of your statement you say ‘Historically 
the railroads’ less-than-carload rates and the rail-owned transport company’s 
less-than-truckload rates have not been based upon the operating cost.’ 

“You say ‘It has been conceded by practically all transportation experts that 
the railroad’s less-than-carload rates have not paid their full share of the 
traffic for many years. The railroads have made no effort to place these charges 
on a compensatory basis.’ 

“On what do you base that statement? 

“Mr. CALLAN. I base that on the numerous hearings that I have participated 
in, both before the Railroad Commission and the Interstate Commerce Com- 
mission. I did not bring the references of the conclusions of those Commissions 
here, but they are readily available and we will be very glad to submit those 
references and findings that have been made at various times. 
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“Mr. WiiitaMs. I think it might be well to ask you to submit some evidence 
to back up these statements. 

“Mr. CALLAN. I shall be very happy to do so.” 

The following evidence is submitted in response to this exchange. 

The enclosed table shows the net railway operating income for the clags | 
railroads by class of service for the years 1928, 1938, 1948, and 1958. These 
years are typical and show that the railroads have consistently lost money on 
their less-than-carload lot service. With respect to this problem, I indicate 
that the railroads were able to maintain the low rates on less-than-carload lot 
service despite losses because of their huge volume of profitable carload traffic. 
The lower portion of this table gives the tons hauled by the railroads and the 
motor common carriers broken down between carload and less carload for the 
year 1958. It shows that whereas less than one-half of 1 percent of the tonnage 
transported by the railroads was comprised of less carload freight, more than 
40 percent of the volume handled by the common motor carriers of general freight 
was made up of less truckload freight. 

With respect to the position of others on the question of railroad less-than- 
ecarload lot loses, I quote from the decision of the Interstate Commerce Com- 
mission in General Commodity Rate Increases, 1937 (223 1.C.C. 657, 739) : 

“In their need for increased revenues, applicants have been careful to avoid 
proposing any increases in rates which have been published to meet the competi- 
tion of other forms of transportation, although these are the depressed rates 
which are so largely responsible for their financial troubles. Indeed they have 
gone farther and have failed to propose increases on any less-than-carload 
traffic or in any class rates, except in the case of the fifth-class and sixth-class 
rates in official territory, which probably apply to traffic which is less susceptible 
to truck competition than most class-rate traffic. Yet it is by no means clear 
that these competitive rates are not capable of being increased, with advantage 
to the railroads. The fact is well known to us, and is to some extent developed 
in this record, that conditions similar to those which have adversely affected 
the railroads have operated to like, or possibly greater, financial disadvantage 
of the motor carriers and water carriers. It is not at all unlikely that they 
would be glad to join with the railroads in an increase in the level of competi- 
tive rates which would leave the relative position of all unchanged and at the 
same time improve the financial condition of all. 

“Nor can it be said with assurance that, if additional revenue is to be pro- 
vided for the railroads, there are not still other sources, excluded in the 
petitions now before us, which should receive consideration. In order that these 
possibilities may be thoroughly explored we would be inclined to postpone 
action on the increased rates now proposed, pending such consideration, were 
it not for these circumstances.” 

In Class Rate Investigation, 1989 (262 I.C.C. 447), the ICC said: 

“Such an analysis unmistakably reveals the fact that less-than-carload traffic 
generally in all the territories is not bearing its proper share of the costs of 
transportation—in fact, excluding war time loading, it is not yielding, on the 
average, its out-of-pocket costs plus constant expenses solely related to this 
traffic, plus the cost of collection and delivery, in any territory except possibly 
in the Southern where the margin of difference between revenues and these 
expenses is slight.” 

Numerous citations of this nature from various aspects could be given, how- 
ever, it is felt that the above quotations sustain my position. 


Results of operations—Class I railroads net railway operating income by class of 
traffic 


[ All amounts in millions of dollars, minus sign denotes deficit] 





Freight train services 


All passenger 
All services | train services 
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Percentage tons and revenue accounted for by l.c.l. and L.t.l. freight by class 1 
line-haul railroads and class I motor common carriers of general freight in 
1958 





























Railroads Motor carriers 
Amount Percent dis- Amount Percent dis- 

tribution tribution 

Settanihen = |- z 
Total tons carried.......------------- 2, 195, 094, 000 100. 00 118, 535, 462 100. 00 

— b ah al an 
TR abies | 2, 186, 816, 000 | 99. 62 67, 927, 214 | 57.31 
ess CS EEE ieee uae 8, 278, 000 . 38 | 50, 608, 248 42. 69 
=——SS__——————hamhwanQ——||||—_— S| 
Total revenue freight.........-------- | $8, 469, 586, 000 100 00 | $2, 681, 638, 453 100. 00 
pee tee ols che Ss Leta cs | 8, 257, 195, 000 97. 49 999, 224, 191 37. 26 
lan carload.....-.-.-------------+--------- 212, 391, 000 | 2.51 | 1,682, 414, 262 62. 74 





Source: Transport Statistics in the United States for the Years Ended Dec. 31, 1928, 1938, 1948, and 1958, 
Interstate Commerce Commission, Washinzton, D.C. Rail Form A, 7-57, Schedule G, Cost Finding 
Section’s Working Papers, Interstate Commerce Commission, Washington, D.C. 


Mr. Witi1AMs. Thank you very much. 
The next witness will be Mr. R. E. Cooper, Jr., chairman of the 
board, Cooper-Jarrett, Inc., Jersey City, N.J. 


STATEMENT OF ROBERT E. COOPER, JR., CHAIRMAN OF THE 
BOARD, COOPER-JARRETT, INC., JERSEY CITY, N.J. 


Mr. Coorer. My name is Robert E. Cooper, Jr. I am chairman of 
the board of Cooper-Jarrett, Inc., with offices at 100 Water Street, 
Jersey City, N.J. 

Cooper-Jarrett, Inc., is a motor common carrier of general com- 
modities operating in interstate commerce under a certificate of public 
convenience and necessity issued by the Interstate Commerce 
Commission. 

Cooper-Jarrett was founded by Sam Jarrett and myself in January 
1934. We started out the hard way—neither of us had any trans- 
portation experience, and neither of us had any money. The most 
we could rake together was $800. My father put up an additional 
$200 which we used as a downpayment on a truck. 

With this $800 we had to obtain a permit from the State of Missouri, 
which cost, I believe, $350; put up deposits for insurance; pay a 
month’s rent in advance. So the day we hauled our first load of 
freight we had less than $100 cash on hand. In those early days we 
solicited freight to any point from Kansas City, and got to those points 
by leasing equipment from owner-drivers, this being prior to the 
Motor Carrier Act of 1935. 

The first full year of doing business our gross income was $554,000, 
and we thought we were on the road to success. We were doing all 
right until our insurance carrier went broke. In those days we could 
not place our insurance with a reputable carrier, so when the one we 
had went broke that almost folded us. To stay in business we took 
bankruptcy under section 77b of the Bankruptcy Act, and my father 
was appointed general manager and trustee by the Federal judge. 

In reorganizing, creditors were given preferred stock which paid 6 
percent interest, and was callable at 105. Needless to say, the stock 
was called and no creditor lost a penny. 
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In 1935 I moved east to develop business and left Jarrett in Kansas 
City to operate the company. After 1 year I was dissatisfied with his 
operations so we agreed to disagree, and I bought him out. This put 
100 percent of the stock of the company back into the hands of the 
Coopers. 

From reorganization date to the present time our company has made 
a profit in each year. Prior to the war and during the war, these 
profits were slim, for the reason that we had very little equipment 
no money to buy equipment, and could not lease what we needed 
during the war years. 

The fact that we survived during the lean years before the war and 
during the war impressed our suppliers so that at the close of the war 
we were in a position to obtain equipment on credit, which put us in 
a position to go to customers and promise reliable service between 
Kansas City, Chicago, and the eastern seaboard. We obtained those 
customers and our growth has been steady from that date up to the 
present time. 

Twenty-five years ago anyone could have gone into the trucking 
business and operate interstate between any two points within our 
country. This included the railroads. At that time they could not 
see any future to our infant industry and looked upon us only asa 
nuisance to them. 

They could not foresee the day when we would be hauling the 
volume of traffic which we now handle. In those days we could not 
foretell the future either, but to me it was a job, and I needed a job to 
support my wife and children. It took a lot of guts and courage to 
stick with this business, but Cooper-Jarrett did it. Our presonnel 
had the courage to stick with the job. 

Today, after 26 years of struggle, we do not want to see the rail- 
roads, with all of their power and money, push us to the sidelines. 
The gospel of “Save the railroads” has been preached all over this 
land. Many traffic managers have been told by their superiors to 
favor the railroads whenever possible as they need them to survive. 
I, too, hope they survive, but not at my expense. 

The idea of saving the railroads has many facets. The bills which 
are before this committee today are but one of many measures that 
the railroads urge upon you. These bills are not the only proposals 
that they advance which would “save” the rails at the expense of 
some other mode of transportation and at the expense of the public. 

Let me give you another brief example. 

When a major railroad in our area established plan I piggyback— 
trailers of motor common carriers on railroad flatears—our company 
was one of the first to use it. They then came out with plan II piggy- 
back—rail-owned trailers on railroad flatcars—and proceeded to cut 
every rate to the level of the lowest rate in any tariff. 

Some of these rates were what we call a paper rate which is a legal 
rate, but one on which no traffic is moving. They then came out with 
plan III piggyback—shipper- or forwarder-owned trailer on railroad 
flatears—which in my opinion was done with the hopes that it would 
break the trucking industry on the long-haul runs. 

The rail piggyback operation is so small compared to their total 
volume of business and their finances are so large that they are in a 
position to reduce rates to a point where the common carriers by 
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truck cannot operate. The loss sustained by them would be negligible 
compared to the loss sustained by the trucker. 

This piggyback situation has been touched upon because, as I said 
earlier, I feel that the committe should know that the rail’s plea for 
common ownership is just one cure that they are trying. It is just one 
of their attempts to cure themselves at the expense of someone else. 

We know that the rails cannot operate a truck any cheaper than 
we can, but we do feel that because of their financial backing that 
they, if permitted to go into the trucking industry, would do all in 
their power to kill off their competition. 

Our company and the industry have only one thing to sell, and that 
is service to the public. We evidently have done this or we would 
not have grown. We hope to continue to grow, but cannot do so 
if the railroads are successful in their plan to take us over. 

We have worked hard over the years to establish a good reputation, 
and only 4 years ago sold a portion of our stock to the public. Today 
1,750 stockhoolders own approximately 49 percent of the common 
stock of Cooper-Jarrett, Inc., and we feel that we have an obligation 
to these stockholders to pay them a dividend. 

We feel that we would be seriously handicapped if the railroads 
came into this industry and reduced motor rates to a below-cost. basis. 
We also feel that we have an obligation to the shippers and re- 
ceivers of freight that we serve. They are entitled to the finest serv- 
ice at reasonable rates. This they have had and this they will con- 
tinue to have so long as there remains today’s intense competition be- 
tween and within the various modes of transportation. 

I personally feel that the fight between the rails and the truckers 
has fhodn going on too long, and I know that some members of the 
railroad industry feel the same way. Only a week or so ago I had the 
privilege of a talk with the president of a large Midwest railroad who 
told me it was high time we cut out this fight and tried to live and let 
live. I believe in this principle and am willing to do my part to see 
that we do this. 

Mr. Witx1aMs. Have you any questions, Mr. Moulder? 

Mr. Mou.Der. How much equipment do you have for your opera- 
tion ? 

Mr. Cooper. We own 457 over-the-road trailers, 129 power units 
used over the road, and approximately 125 local pickup and delivery 
trucks. We are also a big user of plan I piggyback and are con- 
sidered a good customer of the Pennsylvania Railroad. 

Mr. Movtper. Approximately how many people do you employ? 

Mr. Coorrr. 903, 

Mr. Moutper, That isall, Mr. Chairman. 

Mr. Wu1aMs. I noticed you started your business on $800 and at 
the end of the first year you had it operating on the basis of $554,000. 
T have to say this is apparently still the land of opportunity when you 
can invest $800 and have $554,000 gross income at. the end of 1 year. 

It does not sound at that time that the trucking industry was doing 
too badly. You are, of course, to be congratulated for that. I am 
not saying that for criticism, but rather, by way of commending you 
for apparently having done a mighty good job, having come the way 
you have in order todo it. 
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On page 4 of your statement you infer that the purpose of this 


legislation is for the railroads to take over the truckline and, further, on 


to quote you, you say: ca 
We feel that we would be seriously handicapped if the railroads came into 
this industry and reduced motor rates to a below-cost basis. 
It is easy enough to understand how you would be handicapped, de 
but how would the railroads reduce rates to a below-cost basis with 
the ICC riding herd on them ? $1 
Mr. Cooper. I cannot prove that they are going to reduce cost, but 
I will give you one example. For many years our company hauled 
trailer loads of freight for the National Biscuit Co. to and from New 
York and Chicago. My rate 6 years ago was $1.67 a hundred. They = 
were happy and satisfied with that rate. Today the rate, by piggyback " 
plan II operation, is 98 cents a hundred, or so low that our company 
has flagged out of that tariff. a 
Mr. Wri1aMs. You mean the railroads are now hauling it by piggy- : 
back? 
Mr. Coorrr. Hauling the freight by piggyback at 98 cents a 
hundred. . 
Mr. WuutaMs. Are you in a position to say that that is below cost 
for the railroads, that those rates are not compensatory for the rail- : 
roads? 
Mr. Cooper. I can say that the vice president in charge of traffic " 
for the Pennsylvania Railroad told me he is losing money on it. 
Mr. Wirttams. Have you called that to the attention of the ICC? , 
Mr. Cooper. I have not personally called it to their attention, but . 
they refused to suspend the tariff, and we protested the rate when it 
went into effect. i 
Mr. Wixti1ams. Then you are assuming that the ICC made findings 
on that? , 
Mr. Cooper. I assume so. ; 
Mr. Wiriu1aMs. The problem is not so much with the railroads, then, ; 
so much as probably with the ICC as regards that particular case, if 


IT understand you correctly. | 

Mr. Coorrr. My belief is that the railroads want to keep us from : 
hauling the freight at any price. 

Mr. Witttams., Well, of course, that is the spirit of competition. 
You would like to get the freight away from the railroads and they 
would like to get the freight away from you. The business of the 
ICC is to see that both of you prosper in fair competition, that both 
of you live. So once again it would appear to me that in taking 
the instance that you mentioned, it would be the ICC which should 
come in for censure rather than either the railroads or the trucklines. 

In other words, as I understand it, the railroads are not permitted 
now, under ICC regulation, and the law, and please correct me if I am 


wrong, to carry freight at a below-cost rate if it injures another 
mode of transportation. 


Am I correct? 


Mr. Cooper. You may be correct, but they do it. We also haul 
freight at below cost. 


Mr. Wittr1aMs. In violation of ICC regulations? 
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Mr. Coorer. No. We have published tariff rates, and some other 
carrier decided he could make a profit at it, so we meet his rate and 
cannot do so. 

Mr. Wi11ams. Thank you very much. 

The next witness is Mr. Lee R. Sollenbarger, executive vice presi- 
dent, Denver-Chicago Trucking Co., Inc. 


STATEMENT OF LEE R. SOLLENBARGER, EXECUTIVE VICE PRESI- 
DENT, DENVER-CHICAGO TRUCKING CO., INC., DENVER, COLO. 


Mr. SottENBARGER. My name is Lee R. Sollenbarger, and I am ex- 
ecutive vice president of Denver-Chicago Trucking Co., Inc., a motor 
common carrier of general freight w ith ¢ general offic ‘es in Denver, Colo. 

Our business bega an in 1931 with a modest load of rubber tires from 
a Denver manufacturer consigned to Chicago, Il. Today, through 
steady growth over the years, we have become a carrier with coast-to- 
coast operating rights and operating revenues in 1959 of $39,842,222. 

The revenue was earned through the transportation in intercity 
service of 620,820 tons of freight. In 1950 Denver-Chicago placed its 
stock on the market for public purchase and about 45 percent of our 
stock has since been held by about 1,500 stockholders. 

We consider ourselves basically a long-haul carrier serving the 
small shipper. In 1959, 50 percent of our traffic, according to ICC 
definition, was less-truckload, but actually only 2 percent of our total 
tonnage required the loading of a full semitrailer to accommodate a 
single shipment. 

In 1956 we expanded our general freight operations through the 
purchase of a motor common carrier of bulk liquid products—petro- 
leum, chemicals, molasses, et cetera. 

My appearance before you today is to express vigorous opposition 
to the bills your subcommittee has under consideration which would 
amend the Interstate Commerce Act to permit unrestricted motor car- 
rier operations by the railroad industry. 

We believe the present national transportation policy is sound and, 
if properly applied, will result in the continued development of a 
sound transportation system with the type of healthy competition that 
will bring to the shipping public the best possible transportation 
services. 

As we see it, an inherent part of the transportation policy is the 
restriction in the present act against railroad operation or control of 
motor carriers. We believe this restriction is a vital part of our pres- 
ent law. It is essentially in the public interest and has been a major 
factor in the dev elopment of a transportation system that has no equal 
in any country on earth. 

Our own company has grown over the years in direct response to 
the needs and desires of the shippers we have served. We have given, 
and are continuing to give, the type of fast, dependable freight serv- 
ice that is an essential part of the country’s overall transportation 
requirements. 

It is my firm belief that this growth, not only of our own company 
but of truck transportation generally, came about because as an inde- 
pendent industry we were able to study the newly arising needs of the 
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— and to work earnestly to give the type of service that was | 
needed. | fo 

We all know that the opportunity to fill the same need was open st 
to the railroads. Prior to the Motor Carrier Act of 1935, the rail. | 
road industry was free to conduct motor carrier operations. In | re 
fact, it is my understanding that the Interstate Commerce Commis- Ja: 
sion in its annual reports to the Congress prior to 1935 urged the tr 
railroads to consider the new form of transportation that was coming gi 
along in the motortruck. at 

- arently the railroad industry ignored this advice or lacked 
con ihenee in the potentialities of truck transportation. In any event, ef 
railroad motor carrier operations existed on a very limited scale in he 
1935. th 

On the other hand, the men who saw the enormous potential in re 
truck transportation obtained their operating rights under the law ti 
and peunceded to develop this new form of transport. It is a good in 
thing the railroads did not fully realize the potential of truck trans- tr 
portation and failed to heed the advice of the Interstate Commerce 
Commission. If they had done so we believe truck transportation of 
would never have developed to the position it occupies today, and the 01 
public would have been the loser. tc 

It is also interesting to note that the railroad industry, which saw v' 
no future in motor carrier operations, has never ceased in its efforts a 
to retard the development of truck transportation. As one who has 
been in motor carrier operations for a period of 23 years, I am more sl 
than aware of the railroad activities to seek restrictive size and tl 
weight legislation, and restrictive highway taxes against trucks, which W 
taxes act to retard the development of motortruck reciprocity among W 
the States. 

The attitude of the railroads on motortruck transportation was W 
well illustrated when they appeared before a subcommittee of the 8 
U.S. Senate considering transportation legislation in 1950. t 

At that time the railroad spokesman was sharply critical of truck h 
transportation. He identified intercity trucks as “highway freight- 
ers” and stated “that large and heavy trucks are not suited to joint I 
use and occupancy of public highways with private passenger cars P 
and other small vehicles.” P 

Large and heavy trucks were not identified by the railroad wit- r 
ness but, in a booklet distributed with the railroad testimony, pic- 1 
tures were shown of the types of trucks about which the railroad ¢ 
witness was complaining, and they are the same types of trucks the ¢ 
railroads are seeking today to operate in sirditridted: fashion. 

It may be that in the interim the railroads have become better t 
educated on the general economic benefits resulting from the joint I 
use of highways or they have decided that despite their efforts to t 
obstruct and impede its development, truck transportation is going t 
to continue to grow and they want to get in as soon as possible. } 

There is little doubt in my mind as to what would happen if the I 
railroad industry were to obtain the type of legislation it is seeking, 
and which is embodied in the bills before the subcommittee. Despite f 
pious statements to the contrary, the financial power of the railroads | 


would put them in the driver’s seat and they would use their new 
authorities to drive out independent motor carrier competition. 
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Any reply that equal opportunities would exist to buy into other 
forms of transport becomes ridiculous when we compare the financial 
strength of the motor carriers with that of the railroads. 

In 1958 the Nation’s 10 largest motor carriers had gross operating 
revenues equal to less than one-tenth of the gross revenues of the 10 
largest railroads. Denver-Chicago is considered one of the larger 
trucking companies, and we do rank near the top. However, our 1959 
gross operating revenue of $39 million was less than the net oper- 
ating income of each of four of the Nation’s largest railroads. _ ; 

The railroad interests may be bowing to the inevitable in their 
efforts to seek unlimited operation of a form of transportation they 
have consistently condemned as being uneconomic and contrary to 
the public interest. However, I am more inclined to believe that their 
real interests will continue to le with their own form of transporta- 
tion and common control of rails and motor carriers would put them 
in the long sought position of being able to suppress motor carrier 
transportation to the advantage of rail transport. ; 

Their primary interest cannot help but be the selfish dominance 
of rail transport rather than the needs of the transportation industry 
or of the shipping public. The trucks would necessarily be relegated 
to a position supplementing the supposed inherent economic ad- 
vantage of rail operation, sacrificing in exchange the proven inherent 
advantage of truck transportation. 

The many benefits the shipping public, particularly the small 
shipper, has received as a result of the service competition between 
the independent modes of transport would be lost and the railroads 
would begin to dictate the terms on which transportation services 
would be available. 

In conclusion, I would like to comment on what I feel to be a basic 
weakness in the position taken by the railroad industry. In their 
support of common ownership, or transport diversification, they con- 
tinually refer to the necessity of their recapturing the traffic that 
has been diverted to other forms of transportation. 

It is and has always been a mistake for the railroad industry to 
look, as it does, upon the Nation’s transportation requirements as a 
pie to be divided among the various transport agencies with a major 
portion continually going to the railroads as a matter of historic 
right. The railroads completely overlook the noncompetitive factors 
in transportation which have caused the pie to change in size and 
character so that the railroad industry’s rightful share cannot be 
determined in the light of past experience. 

Their continued reference to nonrailroad ton-mileage of intercity 
traffic, for example, as traffic diverted from the railroads earries the 
implication that if the other forms of transport did not exist the total 
ton-mileage would be the railroads’. Nothing could be further from 
the truth, unless it be that the passage of the bills being considered 
would be in the public interest and for the best interests of trans- 
portation generally. 

We ask that your subcommittee reject the type of legislation being 
sought by the railroad industry. Common ownership of transport, 
transport diversification, integration, or whatever name be used, is 
not in the public interest. We have a sound transportation policy in 
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effect today. It should not be changed; in fact, it should be 
reaffirmed. 

Thank you. 

Mr. Witr1AMs. Thank you very much. 

Have you any questions, Mr. Moulder? 

Mr. Mouuper. Yes, Mr. Chairman. 

On page 4 you refer to a gross operating revenue of $39 million, less 
than the net operating income of each of four of the Nation’s largest 
railroads. 

Mr. Sottenparcer. Yes. 

Mr. Moutper. I do not know whether you have information along 
this line, but I assume the trucking associations and the railroad asso- 
ciations can supply the information I am going to ask about. 

When legislation of this sort is pending before Congress, there is 
always, of course, an effort on both sides to create a public atmosphere 
and support in sympathy with respect to the problem. I am curious 
to know how many employees are employed by the railroads in moving 
freight per ton-mile, how many employees are necessary in the move- 
ment per ton-mile, and how many employees are employed by truck- 
ers in the movement of freight operations per ton-mile, and also the 
amount of taxes paid by each operation in respect to the amount of 
freight being moved. 

Mr. Sotitenzarcer. Sir, I do not have the information right at 
hand, but I am certain we can supply that information for you. 

Mr. Movtper. I am just commenting. But it might throw some 
light on whether or not the losses claimed by the railroads are a result 
of bad management or because of other unfair competition that they 
are alleged to have. 

Mr. Sorrensarcer. I am afraid I will have to say, as Mr. Frantz 
said, that I am certainly not an expert on railroad management. But, 
reading some of the statements of railroad presidents, I think they 
admit themselves that it is in part bad management. 

Mr. Mouxper. That is all I have. 

(Mr. Sollenbarger later submitted the following supplemental 
statement :) 


SUPPLEMENTAL STATEMENT OF LEE R. SOLLENBARGER, EXECUTIVE VICE PRESIDENT, 
DENVER-CHICAGO TRUCKING Co., INc., DENVER, COLO. 


This material is furnished in response to a question of Representative Moulder, 
during my testimony of April 12; Mr. Moulder asked, ‘‘* * * how many em- 
ployees are employed by the railroads in moving freight per ton-mile * * * and 
how many employees are employed by truckers in the movement of freight oper- 
ations per ton-mile, and also the amount of taxes paid by each operation in 
respect to the amount of freight being moved.” 

The attached table gives comparative ton-miles per employee per year for 
selected groups of transportation companies in 1958, We have included data 
for pipeline and water carriers as well as for rail and truck lines in order to 
present a clearer picture of the overall situation in the transportation field. 
The range in ton-miles per employee per year is from 175,000 ton-miles for 
common motor carriers of general freight to more than 714 million ton-miles for 
the oil pipelines. 
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Information of this type is not easy to come by and had to be estimated on 
the basis of the best available sources. For this and other reasons which [f will 
explain below the figures are not truly comparable. : 

Labor requirements per ton-mile vary greatly in the transportation field both 
within each mode and between the several modes of transport. Small ship- 
ments require relatively more manpower than do volume shipments, heavy load- 
ing bulk commodities require less labor than do light loading ones, and short 
hauls require substantially more labor than do the longer hauls in terms of men 
per ton-mile. ‘ ; 

The figures for the trucking companies illustrate the effect of size of shipment 
on ton-mile productivity. The common carriers of general freight, which haul 
predominantly less truckload shipments, show average ton-miles per employee 
per year of 175,000 whereas the common carriers of special commodities, which 
handle truckload freight for the most part, show an average of 375,000 ton- 
miles per employee per year or more than twice as much output per man than 
the former. The reason for this difference is, of course, service not efficiency. 
The general freight carriers must pick up individual shipments from many 
shippers and consolidate them for the over-the-road movement. On the other 
end it must reverse the procedure, breaking down the over-the-road loads into 
individual shipments for distribution to receivers. The truckload carrier on 
the other hand generally makes only one pickup and one delivery on each 
over-the-road movement. 

Bulk commodities, such as sand and gravel, coal, or iron ore can be loaded 
and unloaded automatically. They are very heavy loading and produce high 
ton-mile output per car-mile or truck-mile and thus high output per man-hour. 
Package freight, even where its handling has been mechanized to a degree, still 
requires much more handling and in most cases is lighter than the bulk com- 
modities producing relatively low ton-mile per vehicle-mile and per man-hour 
figures. 

The effect of length of hauls on the relative use of labor by the several trans- 
port agencies is illustrated by an editorial which appeared in the magazine 
Railway Age (June 1, 1959). Referring to the high cost of railway terminal 
services Railway Age said: 

“It just costs too much money to switch cars—especially to pick them up at 
the shipper’s plant and to set them out at the consignee’s place of business, one 
or two at a time. Modern ‘automatic’ yards and other such improvements have 
greatly reduced the cost of intermediate handling. But originating the freight 
and delivering it at destination is the same ‘retail’ operation it was 30 years and 
more ago.” 


* * * * * * * 


“The truck operator goes into a plant with one man and takes away 15 or 20 
tons in a trailer. The railroad goes in with 5 men to take away a box car with 
30 or 40 tons. Thus, in terminal pickups and deliveries, the truck uses less than 
half the man-power in ratio to the load than the railroad does. It takes a good 
long haul, at the railroad’s lower line-haul costs, to offset the handicap of exces- 
sive cost of terminal handling.” 

There are differences too, in the extent of service rendered by the railroads 
and trucking companies. Trucking companies frequently perform loading and 
unloading operations even on volume shipments whereas the railroads require 
the shippers to perform this service on carload freight which constitutes more 
than 98 percent of their business. In cases where the shipper and/or the re- 
ceiver have no rail siding the freight must be transported from the plant of the 
Shipper and/or receiver to and from the railroad team track. The labor in- 
volved in these operations is not included in the railroad labor figures. 

With respect to taxes, the figures shown in the attached tabulation are total 
taxes of all types for the groups indicated except to the extent that certain 
important Federal excise levies are not reflected separately from other expenses 
in motor carrier annual reports. Motor carrier taxes are thus understated by 
not including the 10 percent excise tax on new trucks and trailers, the 8 percent 
tax on parts and accessories, the 8 cents a pound tax on new tires, the 9 cents 
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a pound tax on new tubes, and the 3 cents a pound tax on retread rubber. Other. 
wise both user charges and general purpose taxes are shown in total tax pay. 
ments. Taxes per ton-mile were not available for water carriers. 


Comparative ton-mile output per unit of labor required for selected groups of 
transportation companies, 1958 





1958 ton- Average Ton-miles 
Industry group miles employment | per employes 
per year 
tT, 
Millions 
ee S605 oy Se a ee de 1 176, 675 23, 290 7, 586, 000 
1,012 water carriers on the Mississippi River system (regu- 
i re 3 53, 000 4 27, 000- 1, 750, 000- 
4 30, 000 2, 000, 000 
DOD cee PD eerenee i sss hid. as ei dase Lk 5 551, 667 6 773, 333 713, 000 
316 specialized class I intercity motor carriers (common car- 
riers of other than general freight and contract carriers in 
RGOGEEy WOE TICO ase eke Cll adhbbecked 18, 607 49, 500 375, 000 
861 common and contract class I motor carriers in intercity 
it ii ia ari neces: sannineeaeldl i niles 60, 113 8 285, 500 210, 000 
545 class I motor common carriers of general freight in intercity 
SPs sek edit cided isha drtsbetibaeilnn dots loose 41, 505 8 236, 000 175, 000 





1 Conversion factor for barrel-miles to ton-miles, see ‘‘War-Built Pipelines and Postwar Transportation 
of Petroleum,” ICC, 1944. 

2 Number of water carriers, regulated and unregulated, reporting waterborne traffic movements to the 
Corps of Engineers, Department of the Army, as required Se River and Harbor Act of 1922. 

3 Source: ‘‘ Waterborne Commerce of the United States,”” Department of the Army, Corps of Engineers, 
1958. Ton-mile figure does not include a small foreign and coastwise traffic moving on the Mississippi 
System. 

4 Approximated by assuming that about one-fifth of total inland waterway employment is represented 
by regulated carriers for whom employment figures are reported by river system. 

5 Revenue freight ton-miles only. 

® Number of employees assignable to freight operations taken as 92 percent of average total employment 
based on relationship between freight-car service-miles to total freight-and-passenger-car service-miles. 

7 Ton-miles and employment for specialized motor carriers approximated by taking residual of 545 general 
freight carriers from 861 common and contract carriers. 

§ Employment for carriers reporting ton-miles estimated from ratios of employees per vehicle-mile of sery- 
ice for corresponding groups of motor carriers reported in tables 1 and 2. 


Source: ‘Transport Statistics in'the United States for the year ended December 31, 1958,’’ Interstate 
Commerce Commission, Washington, 1959. 


Comparative tax payments per ton-mile of traffic for selected groups of 
transportation companies, 1958 


Industry group 1958 Tax pay- Tax per 


ton-miles ments ! ton-mile 

Mills per 

Billions Millions ton-mile 
ene on ee shoouannadectnidaisnenwadhed 176.7 $136.2 0.7 
ee 2 8 SB cult odaimpeubapwdabitnae 551.7 952. 2 1.7 
861 class I intercity motor carriers.................-....-....-- 60.1 262.0 4.4 





1 Corporate income taxes and reported operating taxes and licenses. 
Source: “‘ Transport Statistics in the United States for the Year Ended Dec. 31, 1958,’’ Interstate Com- 
merce Commission, Washington, 1959. 
Mr. Witu1aMs. Thank you very much. 
The next witness is Mr, L. P. Struble, Jr., president, Union Barge 
Line Corp., Pittsburgh, Pa. 


STATEMENT OF L. P. STRUBLE, JR., PRESIDENT, UNION BARGE 
LINE CORP., PITTSBURGH, PA. 


Mr. Srrusie. My name is L. P. Struble, Jr., and I appear before 
you today as a representative of the Inland Waterways Common Car- 
riers Association, a group of leading bargelines whose operations 
are subject to the Interstate Commerce Act. I am also president of 
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Union Barge Line Corp., a bargeline operating between Pittsburgh, 
Pa., and Brownsville, Tex. I appear in opposition to bills H. R. 7962 
and H.R. 9281. 

Our industry provides transportation over more than 6,000 miles 
of navigable waterways in 20 States of the mid-continent area. Prin- 
cipal arteries are the Mississippi, Missouri, Illinois, Ohio, Monon- 

ahela, Warrior, Tennesee, Cumberland, and Kanawha Rivers, plus 
the Gulf Intracoastal Canal. Traffic on these waterways totaled 75 
billion ton-miles in 1958. By way of comparison, Great Lakes ship- 
ping traffic, including the iron-ore trade, for that year was 80 billion 
ton-miles. Our most recent study indicates that almost 40 percent of 
this river traffic is handled by carriers regulated by the Interstate 
Commerce Commission. In 1958 the inland waterways carried 9 per- 
cent of all intercity traffic on a ton-mile basis. 

We are the low-cost mode of transportation in the mid-America 
region. Our revenues average about 4 mills per ton-mile. By com- 
parison, the latest annual report of the ICC shows that the railroads 
average 14 mills per ton-mile. 

Everyone living near a navigable river benefits from the effect of 
low-cost water transportation of coal when he pays his light bill. 
Farmers who ship their crops to market by barge find that a can 
pocket the difference in the transportation cost. For industry, barge 
transportation means lower costs on raw materials delivered by barge 
and broader markets for the output. 

For some time the railroad industry has complained publicly that 
among its many governmental restrictions is the prohibition against 
a railroad owning or controlling a bargeline. Apparently they world 
have us believe that diversification of their industry in this direction 
would be of great benefit to railroads, bargelines, and the public. 

Diversification has been a key to the success of many companies, 
and the cry of the railroad industry that it should be allowed to 
diversify has an appeal that sounds logical and worthwhile. How- 
ever, this appeal warrants examination. 

First of nh, railroads are permitted to diversify in many directions, 
and so they have. Included in the list of railroad-owned enterprises 
are hotels, resorts, pipelines, express and forwarding companies, of- 
fice buildings, land interests, banks, coal, oil, timber, and even a 
hospital. 

One other point is worthy of mention. A sound policy of diversifi- 
cation for a company should insure that the company’s funds are not 
tied up in activities that react simultaneously with and parallel to 
fluctuations in the country’s economy. Since all modes of transpor- 
tation are more or less uniformly affected by changes in business 
activity, it would not appear sound from a diversification standpoint 
for a railroad to invest its funds in another mode of transportation. 

We are opposed to railroad ownership or control of bargelines 
because we believe such a situation would ultimately lead to destruc- 
tion of our industry. As it stands now, bargelines are small com- 
panies, some of them owned by the public, others owned by individuals 
or a limited number of stockholders. Total investment of the largest 
carrier at the end of 1958 was $31,600,000. Total investment of all 
the members of the Inland Waterways Common Carriers Association 
at the end of 1958 was $131 million. Compare these figures with the 
total investment of the Illinois Central of $712 million, the Southern 
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Pacific of $2,290 million, or the Pennsylvania Railroad of $2,960 
million. 

Revenues of the largest barge common carrier in 1958 was $21 
million, and that of all the members of the IWCCA was $92 million, 
The railroads most competitive with our members on the Mississippi 
River system, the Missouri Pacific, Southern Railway, Illinois Cen- 
tral, Gulf, Mobile & Ohio, and the Louisville & Nashville, all in 1958 
had revenues of over $1,120 million. Revenue in 1958 of the Penn- 
sylvania Railroad alone was $904,800,000. 

As it now stands, the railroads and bargelines are engaged in an 
intensive competitive struggle, with the public benefiting by resultant 
low rates and good service. Is it at all logical or conceivable that a 
heavily capitalized bargeline-owning railroad will go all out to give 
the public superior barge service at the expense of its railroad opera- 
tions? The answer is obvious. 

One might ask why a railroad owning a bargeline would do any- 
thing to affect its subsidiary’s financial structure. Obviously, if in 
so doing it was able to wreck its waterborne competition, railroad 
management could justify the expenditure as a reasonable expense 
of meeting or eliminating competition. 

The rail-owned bargeline could upset the entire bargeline industry 
rate structure to the point where no bargeline could break even. At 
the same time, the rail-bargeline could grant extra liberal wage in- 
creases, thus upsetting the labor market and causing the independent 
bargelines such increases in operating costs that they again could not 
break even. 

These fears and allegations are not figments of imagination. Presi- 
dent Taft’s memorandum submitting the proposed legislation which 
became known as the Panama Canal Act included the following: 

The difficulty is that the interest of the railroad company is so much larger 
in its railroad and in the maintenance of its railroad rates than in making a 
profit out of the steamship line that it can afford temporarily to run its vessels 
for nearly nothing in order to drive out of the business independent steamship 


lines, and thus obtain complete control of the shipping in the trade through the 
canal and regulate the rates according to the interest of the railroad company. 


Tn reporting out the bill, the committee included in its statement the 
following: 

The apprehension of railroad-owned vessels driving competition from the 
canal may or may not be exaggerated, but it is certain that the evil, which is 
only anticipated there, already exists in the coastwise trade on both coasts, 
as well as on our lakes and rivers. The evil is prevalent, recognized, and 
complained of. 

Mr. Wiru1aMs. What year was that? 

Mr. Srruswe. 1912. I believe it was the time of the enactment of 
the Panama Canal Act. 

Mr. Wiu1ams, That was before the trucklines came into competi- 
tion ? 

Mr. Srruste. I am speaking on the two bills that refer to water 
carriers here, Mr. Chairman. 

Mr. Wiiu1AMs. I understand. 

Mr. Srrusie. Mr. Chairman, what I quoted here was in connection 
with the enactment of the Panama Canal Act which referred to rail 
ownership of water carriers. 
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Mr. Wiiu1AMs. The reason I asked was for the date. I realized 
that is what it was, and I thought it must have been about 1911 or 
1912. 

Mr. Srruste. Yes, sir. 

Mr. Wiu1AMs. The transportation industry was quite different 
then than it is now. 

Mr. Srrusie. I agree with you. We had water transportation 
then, but not trucklines. 

Mr. Witx1aMs. You are speaking principally with reference to 
water lines. 

Mr. Strupie. I am opposd to the bills as they affect trucklines, but 
I am not speaking specifically on that today. I am referring to the 
bargelines. 

Lake Lines Application, 33 ICC 700 (Entire Comm., 1915) aff’d 37 
ICC 77 (Entire Comm., 1915) brought to light the methods employed 
by railroads in operating on controlling water carriers. 

‘In this case practically all of the boat lines operating on the Great 
Lakes were wholly ownd by trunkline railroads which either paral- 
leled them—New York Central, Pennsylvania, et cetera—or, by virtue 
of through-route arrangements, served the principal port cities that 
were served by the boat lines—Lehigh Valley. 

The railroads had drawn together in an organization known as the 
Lake Lines Association. By determining which traffic should move 
all rail and which lake rail and by establishing water rates which did 
not compete with the railroads’ rates, this association saw to it that 
the boat lines were operated solely for the benefit of the railroad 
owners. 

The history of the boat lines showed that they had been acquired 
by railroads from independent operators; that the railroads had tem- 
porarily reduced the rates of the boat lines to drive other independent 
operators out of business; and that the boat lines were held, after all 
independent boat lines were eliminated, as a threat against new- 
comers. 

The Commission characterized this use of the water lines by saying 
the boat lines were used as a sword and then asa shield. The rail- 
road lines were denied authority to continue ownership and opera- 
tion of the boat lines. This case was appealed to the Supreme Court 
where the Commission’s order was affirmed. 

As I understand it, Mr. Chairman, the Panama Canal Act indi- 
cated that the railroads were to divest themselves of the boat lines 
that were not being operated in conformance with the statute of the 
Panama Canal Act, and this Zake Lines case is the case that resulted. 

The advocates of transportation diversification advance the theory 
that integration of ownership will promote joint rates between the 
different modes of transportation, thus allowing the public to partici- 
pate in the inherent advantages of each. History belies the sincerity 
of this argument. Ifthe railroad industry is so interested in passing 
on the benefits of coordinated transportation, why has it defied the 
laws requiring same since they were passed ? 

Section 1(4) of the Interstate Commerce Act says it shall be the 
duty of every rail carrier to establish reasonable through routes with 
common carriers by water at just and reasonable rates. Further- 
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more, this section requires the establishment of reasonable and equita- 
ble divisions in the case of joint rates. 

Section 15(3) gives the Commission the power to establish through 
routes and joint rates. 

In these paragraphs the continuing intent of ee is clear, but 
the passing years have demonstrated how the will of Congress can be 
frustrated. In case after case, bargelines have sought to coordinate 
barge and rail transportation by joint rates on specific items of traffic, 
These cases always met with refusal ending in administrative and 
court litigation. 

Finally, in 1934, several cases were consolidated into ICC Docket 
No, 26712 to establish a formula basis for calculating joint rail-barge 
rates with relation to all-rail rates. Dozens of hearings were held; 
thousands of pages of testimony were taken; hundreds of exhibits 
were prepared. Different examiners participated in the preparation 
of the case; at least one examiner died on the job. 

Managements changed among the litigants. Two of the petitioning 
bargelines lost interest, but the case continued year after year. Finally, 
in 1948, the Commission prescribed differential barge-rail rates. 

The case was appealed to the Supreme Court which ruled in favor 
of the bargelines in 1951—17 years later—by which time the entire 
economy of the Nation changed to the point where the decision was 
meaningless and became dead letter. 

Similarly, it took 8 years and a decision of the Supreme Court revers- 
ing the Commission to outlaw the discrimination practiced by the rail- 
roads in assessing higher freight rates on eastbound grain arriving in 
Chicago by barge than on grain shipped to Chicago by rail for the 
same eastward destination. 

A case begun in 1949 to coordinate barge and rail transportation 
of sulfur from Galveston, Tex., to Danville, Tll., via St. Louis, finally 
resulted in a Supreme Court decision upholding nondiscriminatory 
divisions in 1956, by which time the Danville plant requiring the 
sulfur had closed down. 

The obligations relative to either divisions or proportional rates 
were stated again last year by the courts in Arrow Transportation Vv. 
Interstate Commerce Commission et al.: 


It is immaterial to the question of discrimination whether the compensation 
a carrier receives on ex-rail traffic is in the form of a separately established pro- 
portional rate, or a division of a through rate. In either event, the yardstick for 
measuring discrimination against ex-barge traffic is the compensation received 
by the outbound rail carrier on ex-rail traffic from the same port to the same 
destination. * * * We simply hold that the fact that the inbound carrier is a 
bargeline rather than a railroad is not a factor which may properly be con- 
sidered in fixing the charge for the outbound rail movement and that the divi- 
sions received on ex-rail movements are prima facie evidence as to what charge 
should be assessed upon ex-barge movements. 


This is the decision which was once more affirmed on January 18 
of this year by the Supreme Court on grain delivered by barge to 
Tennessee River ports. 

Common ownership certainly is not a criterion for coordinated 
service for the public. Cooperation by the rail lines in obedience to the 
law and court orders is all that is needed today. 

With rail ownership of one or more bargelines, the noncaptive, 
competitive bargelines would refrain from expansion or replacement 
of equipment because of the threat that they could be put out of 
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business at the whim of railroad management. Thus, the independent 
bargelines would at best be slowly headed for extinction, with the 
public ultimately deprived of the benefits of low-cost barge trans- 
portation. = 

The restrictions against rail ownership of water carriers date back 
to the Panama Canal Act of 1912, This does not prohibit rail owner- 
ship of water carriers per se. Under present laws, the railroads are 
permitted bargeline ownership that “will not exclude, prevent, or re- 
duce competition on the route by water under consideration. = 99 
The ICC was made judge of this factor, and, to date, it has apparently 
felt that common ownership of barge and rail services would in fact 
“exclude or reduce competition * * *.” 

Exclusion or reduction of intermodal competition by any means is 
not in the public interest. Surely Congress will not pass legislation 
that gives approval to violations of principles of the Sherman Anti- 
trust Act. 

I thank you. 

Mr. Wiiu1aMs. Have you any questions? Mr. Moulder? 

Mr. Mouwper. I have no questions, Mr. Chairman. 

Mr. Wituiams. Thank you very much. I do not have any questions. 

The next witness will be Mr. Jesse E. Brent, president, Brent Towing 
Co., Inc., Greenville, Miss. 


STATEMENT OF JESSE E. BRENT, PRESIDENT, BRENT TOWING CO., 
INC., GREENVILLE, MISS. 


Mr. Brent. Mr. Chairman, my name is Jesse E. Brent. I am presi- 
dent of the Brent Towing Co., Inc., of Greenville, Miss., which is a 
small contract carrier engaged in providing service over the Nation’s 
inland waterways system. 

My company is a member of the American Waterways Operators, 
Inc., the nationwide shallow-draft water carrier association represent- 
ing the owners and operators of barges, towboats, tugboats, and shal- 
low-draft, self-propelled vessels, and the builders and repairers of the 
equipment used by this industry in serving the public with low-cost 
inland water carrier transportation. 

I am a former member of the board of directors and vice president 
of the American Waterways Operators, Inc. During my membership 
on the board, we approved a policy position for the association oppos- 
ing ownership of domestic water carriers by railroads. 

The Brent Towing Co., Inc., supports this position of the water 
carrier industry as expressed and implemented by the American 
Waterways Operators, Inc., in opposition to the specific legislation 
embodied in H.R. 7962 and H.R. 9281. My purpose here is to oppose 
this legislation. 

I would like to give you gentlemen on the committee a little of my 
personal background in order to better qualify my authority to speak 
toyoutoday. I entered the towing business in the fall of 1941. Prior 
to that time I was a licensed pilot working on boats on the inland 
waterways. 


_ But let me take you back even further than that. when I was a boy 
in school. 


I worked on my grandfather’s small packet boat during the summer, 
from the time I was 15 years old until I finished high school. These 
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boats operated out of Vicksburg, Miss., up the Yazoo and Sunflower 
Rivers and into Steele Bayou. ‘These were small boats and, of course, 
as the highways improved and the trucks came into the picture, we 
were no longer able to make a living in this operation. However, dur- 
ing the depression years I saw the river traflic begin to grow on the 
larger streams and have seen it continuously grow ever since 

We saw the old stern-wheelers go and the modern diesel towboats 
come into the picture. To me, this has been as much a part of our 
country’s growth as an average man seeing a new housing development 
built. 

Also, let me point out that there has been constant changes in river 
transportation as far back as I can remember, and there are changes 
being made today. This contributes largely to the growth of our in- 
land waterways system. We have changed with the times and im- 
proved our services where other modes of transportation have been 
reluctant to doso, especially the railroads. 

Not only have I watched the transportation system on the inland 
waterways grow and change with the times, but I have been a part of 
this change. In fact, less than 1 year of my life while earning a liveli- 
hood has been spent elsewhere than on the rivers. 

Today I would like you gentlemen to consider me as representative 
of the numerous small contract for-hire carriers operating on the in- 
land waterways. There will be other men to testify representing 
other seements of the industry. 

Now for a more recent background to better qualify myself to be 
heard today. In recent years, in addition to my activity in the Ameri- 

can Waterways Operators Association as a director and vice presi- 
dent, I have been active in the Intracoastal Canal Association and the 
Mississippi Valley Association of which I am now a director. I am 
now also serving as president of the Greenville Chamber of Commerce. 

I appear here today specifically in opposition to House bills 7962 
and 9281. I feel these bills are not in the public interest as they 
would, if favorably considered by the Congress, produce a transporta- 
tion monopoly, put small independent for-hire operators such as my- 
self out of business, reduce competition, and result in higher consumer 
prices. 

The two common ownership bills, H.R. 7962 and H.R. 9281, which 
you have under consideration, would repeal existing safeguards 
against unrestricted railroad ownership of inland water carriers by 
deleting from the Interstate Commerce Act the present standards 
which were carefully put there in the public interest. 

These bills propose to delete from the law the safeguards which 
require that before a railroad may acquire a bargeline the railroad 
must prove that its ownership will not reduce or eliminate competition. 
In other words, that railroad ownership will not create monopoly. 
Nor would the Interstate Commerce Commission, which the Congress 
provided should pass on railroad applications to buy bargelines, be 
required to find that such an application be “in the interest of the pub- 
lic and with advantage to the convenience and commerce of the people,” 
if the legislation under consideration is approved (pt. I, Interstate 
Commerce Act, sec. 5(16)). These bills would make it unnecessary 
to require such public interest findings. 

Therefore, under this legislation railroads could acquire barge- 
lines even though such acquisition would not be in the interest of the 
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public and would not be to the advantage of the convenience and com- 
merce of the Nation. 

I do not want to see any legislation passed that would allow a rail- 
road to own and operate a bargeline. In my opinion, if such legisla- 
tion is enacted it would be the most disastrous blow that could be given 
our transportation system, which has grown to be the greatest in the 
world. 

Let’s not kid ourselves and listen to the railroads’ soothing propa- 
ganda. _ Once this legislation has passed you might as well give the 
railroads a license to kill, because in a few years the railroads would 
own'and control the water carriers and there would be no more compe- 
tition, where there now exists the strongest competition in our entire 
transportation system. 

Without healthy competition in the transportation industry, prices 
that:the consumer would have to pay would rise and the services which 
the consumer receives would deteriorate. Additionally, management 
would have no incentive to modernize and streamline its operating 
techniques to bring the public the lower costs which healthy competi- 
tion produces. 

Gentlemen, as I stated before, I appeal to you not as an individual 
but as a spokesman representing the small contract for-hire carriers, 
a large percentage of whom are represented by the American Water- 
ways Operators, Inc. Our interest is not of a selfish nature. If the 
railroads, by acquiring bargelines, are going to bring about better serv- 
ice and cheaper transportation to the general public, then we would not. 
have a leg to stand on, and our business would have to go the way of 
my grandfather’s small packet boats. But this is not the case. On 
the contrary, this is a case of the railroad trying to engulf and destroy 
their keenest competition. 

I would like to call your attention to the Secretary of Commerce’s 
Federal transportation policy and program report to the President 
which you gentlemen well know has been under study by the Commerce 
Department for some time. I would like to quote a portion of that 
report. 

That report states, in part: 

xenerally, control of one mode of transport by another is neither necessary 
nor recommended. * * * 

As this subcommittee no doubt knows, two railroads have filed an 
application with the Interstate Commerce Commission under the pro- 
visions of law which I have briefly mentioned. This application has 
been docketed by the ICC as Finance Docket No. 20940. Hearings are 
being held on that application in an effort by the railroads to prove 
that their ownership of a bargeline would not reduce competition and 
that it would be in the public interest. This is a test case of existing 
safeguards against common ownership. 

Mr. Chairman, I would like for this committee to know that for 
about a year and a half these two railroads have been getting the 
buyers up and down the valley trying to get shippers, chambers of 
commerce, and anybody, I might say, that they could to go on record 
as being in favor of this. When they stated their side before the 
examiner recently, I think they had gotten about 30 witnesses and, 
roughly, 164 petitions filed. They have been in our little town, and 
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they have been in every place that I have gone. Now it looks like 
it is up to us in the waterways industry to get some support behind us, 

Mr. Wii11ams. What railroad is that? 

Mr. Brent. The Illinois Central and the Southern Pacific. Hear. 
ings will be resumed, I understand, on May 23 in St. Louis, at which 
time I intend to appear. 

I would also like the committee to know that even though I am 
here in part representing AWO and the Brent Towing Co., I saw fit 
to take off from m als and come up here on my own, pay my own 
expenses, because I feel so strongly an this matter. 

The Chamber of Commerce of Greenville, Miss., in opposing the 
railroads’ application to purchase a bargeline in ICC Docket No. 
20940, has pointed out the importance of the independent water car- 
rier industry to our economy in Greenville, Miss. 

The chamber’s protest oak petition declares in part as follows: 

During the past 12 years 58 towboats have been built in Greenville yards, 
and 7 more are presently under construction. At the present time there are 37 
locally owned towboats which operate, among other waters, on the Mississippi 
and Illinois Rivers and Gulf Intracoastal Canal. Numerous barges and other 
floating equipment are also owned and operated by 15 separate towing com- 
panies in Greenville, having a total investment in plant and equipment ranging 
from $8 to $10 million. These local towing companies are all contract carriers 
and engage in a highly competitive field of operations. In addition to freight 
transfer facilities afforded by the Greenville Terminal, there exist complete 
marine construction, repair, fuel, and service facilities. It is estimated that a 
larger percent of the local population is engaged in marine activity than any 
other city located on the Mississippi River system. Since the end of World 
War II the economic development and growth of the water carrier industry 
insofar as the Greenville community is concerned has been truly phenomenal. 

I suppose after your hearing what I just read—I don’t want to 
leave the impression that the people in Greenville who are engaged 
in the towboat business, my friends and competitors whom I am up 
here partly representing, are having a field day. I will give you a 
little of my own small company, and it is typical of the towboat com- 
panies operating out of Greenville. 

I own and operate three towboats and five barges. As I said, I 
have been in the business since 1941. It has been good to me. I 
have made some money. But I have continuously had to improve 
my facilities. I could not stay in business today if I were using the 
same type of equipment that I was using in 1941-42. 

We have constantly had to change. You will notice I read there 
where seven new towboats are under construction. These people are 
building larger boats. As the lessors’ powerboats get old and di- 
lapidated, they are replaced with new. 

We all owe a lot of money. We have not been having a field day 
down there so far as making money in this transportation business 
is concerned, but I feel we have made a decent return on our invest- 
ment. 

Personally, I owe more money now than I have ever owed since 
I have been in the towing business. There has been only one part of 
a year since I have been in the towing business that I didn’t owe 
money. é 

I just want people to know that we are not down there enjoying 4 
Inscious business. We are working hard to stay in this business. 
We have to compete with the railroads, the bargelines, and compete 
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among ourselves, and compete with the other carriers. We do not 
have a gravy train, but we do think we have a good business. 

All of this growth and economic activity in Greenville, which is 
representative of the economies of many areas in the South interested 
in inland water transportation, could be wiped out if the bills before 
this committee for consideration are passed. 

Gentlemen, I plead with you in the interest of the general public 
as well as the health of our transportation system, do not report fa- 
vorably H.R. 7962 or H.R. 9281. I speak for the numerous water car- 
riers operating on our entire inland waterway system, which even 
though a small part, is a vital part of our transportation system, 
and who can say to you today that they are the only form of trans- 
portation in the country that has consistently improved services and 
reduced rates since World War II. I defy the railroads or anyone 
else to dispute this statement. 

Thank you. : 

Mr. Witu1ams. Mr. Derounian, have you any questions? 

Mr. Derountan. Mr. Brent, approximately how much in tonnage 
does your company tow a year? 

Mr. Brent. Well, I don’t have those figures. 

Mr. DerountAn. Can you tell me in carloads or tons? 

Mr. Brent. I would say somewhere around 35,000 tons a month, 
but that is rough. We tow bulk commodities such as chemicals and 
petroleum products, grain and things of that sort. 

Mr. DerountaAN. What is the longest distance up and down the 
river you travel ? 

Mr. Brent. Since I have been in the business we have operated 
from Port St. Joe, Fla., to Corpus Christi, all the way up to 
Pittsburgh, to Chicago, to St. Paul and up to Camden, up the Arkan- 
sas as far as Little Rock on two occasions. In other words, we oper- 
ate all over the entire system, you might say, wherever there is 
commerce to be hauled and we can provide a service better than the 
next fellow. ‘That is where we go. 

Mr. Derountan. Approximately how many employees do you have 
in your company ? 

Mr. Brent. My average would be about 50. Incidentally, we build 
our own boats. 

When I say “we,” the Brent Towing Co., as well as numerous other 
companies in Greenville, most all of the boats that I mentioned there 
that are operating out of Greenville now have been built right out on 
a riverbank by local people. 

We don’t build the bigger barges because we don’t have the facili- 
ties, but the smaller barges we do build there. 

Mr. Derountan. Thank you. 

Mr. Wituiams. Mr. Brent, I do not have any criticism of your tes- 
timony, but I do have some criticism of your operation. “That is, 
that you had to go all the way up to Greenville and establish your 
operation up there rather than doing it at home in Vicksburg where 
you belong. 

I have received several communications from Greenville and from 
Vicksburg, from some of your colleagues in your business in support 
of the testimony that you have given today. Unfortunately, = oa 
got to bring them to the committee with me. But I will bring them 
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in tomorrow and see to it that they are included as parts of the ree. 
ord immediately following your testimony. 

Each and all of these are in support of your testimony, and they 
ask that you be permitted to speak for them. 

(The documents follow :) 


VICKSBURG, MIss., April 11, 1960. 
Hon. JoHN BELL WILLIAMS, 
House of Representatives, Washington, D.C.: 


We the undersigned corporations and individuals of Vicksburgh, Miss., are 
opposed to H.R. 7962 and H.R. 9281 for which your subcommittee is holding 
hearings. These bills would devastate the growth of the river business to 
Vicksburg. 

VICKSBURG TOWING Co. 
MAGNOLIA TOWING Co. 

B. M. K. BARGE RENTAL Co, 
Hii. City Towine Co. 
YAzoo BARGE LINES. 

A. J. MESSINA. 

J. KE. BLACKBURN. 

MELVIN KING@. 


GREENVILLE, Miss., April 11, 1960, 
Hon. JOHN BELL WILLIAMS, 
House of Representatives, 
Washington, D.C.: 

We wholeheartedly support Jesse Brent’s testimony before your subcommittee 
tomorrow in opposition to H.R. 7962 and H.R. 9281. 
G. G. McCoor, 
Greenville Transportation Co. 


Mr. Witi1aMs. At this point I will place in the record a statement 
by Mr. Giles Morrow, of the Freight Forwarders Institute. 
(The statement referred to follows:) 


STATEMENT OF GILES MORROW, PRESIDENT AND GENERAL COUNSEL, FREIGHT 
FORWARDERS INSTITUTE 


My name is Giles Morrow. I am president and general counsel of the Freight 
Forwarders Institute. The institute is a national organization maintained by 
and in the interest of freight forwarders subject to regulation under part IV 
of the Interstate Commerce Act. The headquarters offices of the institute are 
located at 1012 14th Street NW., Washington, D.C. 

The purpose in filing this statement, without asking to be heard orally, is 
to direct the attention of the subcommittee to a separate and special problem 
of the freight forwarders in the area of common ownership, which is not dealt 
with by the bills but which we think should not be ignored in the consideration 
of the pending bills. 

The three sets of bills under consideration would remove certain restrictions 
against carriers of one type engaging in business as carriers of another type. 
To accomplish that purpose the bills would change existing law in two basic 
respects. They amend the provisions of the Interstate Commerce Act and the 
Civil Aeronautics Act which govern the granting of operating rights to motor 
carriers, water carriers, and air carriers, so that in the future the regulatory 
agency would not be permitted to deny such rights, or to attach thereto any 
restrictive terms or conditions, merely by reason of the fact that the applicant is 
a carrier of another type. Secondly, the bills remove certain restrictions against 
the acquisition by carriers of another type of the business of a motor, water, 
or air carrier that is already in operation. 

Except for removing certain of the restrictions which now apply in cases 
where a railroad seeks to acquire a motor or water carrier, the bills do not 
change the provisions of section 5 of the Interstate Commerce Act which govern 
consolidations, mergers, or acquisitions of control by or among carriers subject 
to parts I, II, and III of the act (rail, motor, and water carriers). 
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Although the amendments to the certificate requirements of the acts proposed 
by the pills do not exclude freight forwarders from their reach, forwarders 
are, by specific provisions of part IV (forwarder regulation ) prohibited from 
acquiring a part I, Il, or III carrier, and are required to divest themselves of 
control of any such earrier acquired after 1942, Thus the bills would not change 
the situation that exists with respect to freight forwarders and other surface 
common carriers. The amendments made by the bills to the Civil Aeronautics 
Act would apply to forwarders as well as other carriers. 4 : 

The freight forwarding industry, as represented by the institute, expresses 
no position with respect to the broad objectives of the considered bills, insofar 
as they apply to railroads, motor carriers, and water carriers. The industry 
does strongly support that objective of the bills stated in the titles thereof, 
which is “* * * that all modes of transportation may have equal opportunity. 
Thus, if the bills are enacted, the forwarding industry wishes to be included, 
but more is needed to bring about equality insofar as the industry is concerned, 
and that is the purport of this statement. é 

Freight forwarders are not included within the terms of section 5 of the Inter- 
state Commerce Act which, as heretofore stated, govern mergers, consolidations, 
and acquisitions by and among all other types of regulated surface carriers— 
rail, express, motor, and water. Instead, separate provisions as set out in 
section 411 of the act govern the relations between freight forwarders and other 
surface carriers. 

Section 411(a) of the act provides, in pertinent part: 

“Tt shall be unlawful for a freight forwarder, or any person controlling, con- 
trolled by, or under common control with a freight forwarder, to acquire control 
of a carrier subject to part I, II, or III of this Act;”. 

Section 411(g), in pertinent part, provides: 

“Nothing in this Act shall be construed to make it unlawful for any common 
carrier subject to part I, II, or III of this Act, or any person controlling such 
a common carrier to have or to acquire control of a freight forwarder or freight 
forwarders ;”. 

Both the prohibition and the grant of authority are absolute. No authority of 
the regulatory agency is required if another type of carrier wishes to purchase a 
forwarded—no appeal to the regulatory authority is permitted if the forwarder 
wishes to accomplish the reverse of the situation. 

This provision of the law has two indefensible faults. First, it violates the 
traditional policy of Congress to vest in the regulatory agency the power and 
authority to determine what mergers, unifications, and acquisitions among ecar- 
riers are in the public interest. Second, even if it could otherwise be justified as 
an exception to the general rule of congressional policy, it would defeat its own 
purpose because it is one-sided. If there is vice in a forwarder owning a motor 
carrier how can there be virtue in a motor carrier owning the forwarder? In 
other words, the law condones under one label what it condemns under another. 

Chairman Harris introduced H.R. 8268 on July 16, 1959, to correct this in- 
equitable situation by authorizing freight forwarders, with the approval and 
authorization of the Interstate Commerce Commission, and subject to certain 
standards and safeguards, to acquire control of a carrier or carriers subject to 
part I, II, or III of the act. 

H.R. 8268 has not been set for hearing. It is not directly related to the issues 
raised by the pending bills, since the forwarder bill simply seeks to bring freight 
forwarder regulation substantially into line with that which already applies in 
the case of other carriers, and does not go beyond that as do the pending bills. 
Our purpose in directing attention to the separate forwarder bill at this time 
is simply to point out to the subcommittee that if any action is taken on the pend- 
ing bills it would not change the situation with regard to forwarders without the 
enactment of this separate legislation. Since the subcommittee is concerned with 
the entire scope of policy governing intercarrier relationships we would like to 
submit a brief statement concerning our special problem and the bill, H.R. 8268, 
which directs itself to that problem. 

The bill H.R. 8268, follows the general pattern of section 5 of part I of the 
act which governs combinations and acquisitions involving railroads, express and 
sleeping car companies, motor carriers, and water carriers. Like the statutory 
provisions regarding mergers or acquisitions of all other carriers, the bill is per- 
missive only. It vests in the Interstate Commerce Commission sole discretion to 
determine whether or not in any given case the acquisition by a forwarder of a 
carrier of another type would be in the public interest. 
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We think it will be apparent to anyone viewing this subject with an 
mind that H.R. 8268 is justified and required by atm of futtnees sad 
equity alone. It simply equalizes, or at least partially equalizes, the law ap 
plicable to forwarders and that applying to other carriers. It is in the interest 
of “fair and impartial regulation of all modes of transportation” which is a 
cardinal goal of the national transportation policy. 

However, we do not seek to justify the bill on equitable grounds alone. There 
are compeliing practical reasons for permitting forwarders to acquire carriers 
of another type, particularly motor carriers which are essential to the gatherin, 
and distribution services of the industry. . 

Revolutionary changes are taking place in the pattern of transportation today 
The trend toward mergers and consolidations in American business generally 
is one of the outstanding phenomena in the trucking industry today. There is 
also a growing trend in the motor carrier industry to diversify by buying into 
the steamship business and the freight forwarding industry. Within the past 2 
years at least four freight forwarders have been acquired by motor carriers 
some of them having very extensive operating rights. These acquisitions place 
the motor carriers in a position which the freight forwarders are helpless to 
meet because of the one-way provisions of section 411 heretofore quoted. 

Many of the mergers in the motor carrier field involve the absorption by long. 
haul motor carrier, with whom forwarders compete, of short-haul motor carriers 
who provide the gathering and distribution services for forwarders. This has a 
tendency to make it more difficult for freight forwarders to make satisfactory 
arrangements for serving the offline points away from the consolidation and dis. 
tribution centers. 

The dispersion of industry and the marginal expansion of our cities that has 
been and is taking place make it critically important for forwarders to have 
available to them an adequate supply of short-haul motor carrier service. Other- 
wise forwarder service cannot continue to meet the changing demands and pat- 
terns of industry and the requirements of the public. 

All that the forwarding industry can reasonably expect in the circumstances 
is fair 2d equal treatment. If it becomes necessary for a forwarder to buy a 
truckline in order to continue to provide service to the public, what reason in 
logic or public policy is there to prohibit such purchase? Certainly it cannot 
be argued that there is some inherent vice in such an authorization, for, as stated, 
the law already permits common ownership of forwarders and other carriers, 
and it cannot be a virtue if the common ownership is brought about by one of the 
parties to the transaction and a vice if accomplished by the other. 

The freight forwarding industry does not advocate destroying the essential 
differences between the various modes of transportation, for we believe that the 
inherent advantages of each must be preserved. But where common ownership 
of differing modes of transportation would provide benefits to the public that 
are not possible of achievement under separate ownership and control, justice 
requires that each mode be given equal opportunity under the law to provide 
those benefits. 

Again it is emphasized that the problem which has been outlined herein differs 
from the broad question of policy dealt with by the bills under consideration. 
But it is the thought of the industry that your subcommittee should be advised 
of our problem, which is essentially one of equality of treatment, so that you 
will have all of the facts before you when you come to consider the overall 
problems of common ownership. At the appropriate time we hope that our 
special problem will receive attention to the end that it may be corrected. 


Mr. Wii1ams. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 3:35 p.m., the committee recessed, to reconvene 
at 10 a.m. Wednesday, April 13, 1960.) 
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WEDNESDAY, APRIL 13, 1960 


Houser or REPRESENTATIVES, 
SvuBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 
The subcommittee met at 10 a.m., pursuant to recess, in the caucus 
room, House Office Building, Hon. John Bell Williams (chairman of 
the subcommittee) presiding. 
Mr. Witu1aMs. The subcommittee will be in order, please. 
Our first witness this morning is Mr. A. C. Ingersoll, president of 
the Federal Barge Lines, Inc. 





STATEMENT OF A. C. INGERSOLL, JR., PRESIDENT, FEDERAL BARGE 
LINES, INC., AND MEMBER, BOARD OF DIRECTORS, AMERICAN 
WATERWAYS OPERATORS 


Mr. Incersott. Mr. Chairman, my name is A. C. Ingerso!), Jr. I 
am appearing here today as the representative of the American 
Waterways Operators, Inc. 1am a member of the board of directors 
of the American Waterways Operators and chairman of its special 
legislative committee. As such, I have been designated to appear 
before this subcommittee to place the association on record in opposi- 
tion to two of the bills under consideration, H.R. 7962 and H.R. 9281. 

At this point I would like to mention the fact that the Great Lakes 
Ship Owners Association wanted to appear in these hearings but 
could not get ready in time. They asked me to speak for them. 

I would like to offer for the record at this point a letter to me and 
a copy of a letter to the clerk of this committee making that request. 

Mr. Witu1aMs. Without objection, they will be included. 

(The letters referred to follow :) 

WASHINGTON, D.C., April 12, 1960. 
Capt. A. C. INGERSOLL, Jr., 


President, Federal Barge Lines, 
St. Louis, Mo. 


DEAR CAPTAIN: This has reference to your telephone conversation of this 
week with Mr. A. B. Cozzens, secretary of the Great Lakes Ship Owners Asso- 
ciation, wherein a discussion was had as to your presenting the position of 
the association against enactment of H.R. 7962 and H.R. 9281, identical bills 
having to do with common ownership, the effect of which would be to repeal 
provisions of the Panama Canal Act now in existence. It is my understanding 
ee you will oppose these bills on behalf of the American Waterways Operators, 

ne. 

It is the purpose of this letter to request that you be good enough to present 
the position of the Great Lakes Ship Owners Association to the committee, 
which position is identical with that of the American Waterways Operators, Inc. 
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For the record, I will officially advise Mr. W. E. Williamson, clerk of the 
committee, of this change in representation. 
Your courtesy in furnishing this service to the Great Lakes Ship Owners 
Association is deeply appreciated. 
Sincerely, 
JOHN H. EISENHART, Jr., Counsel. 


WASHINGTON, D.C., April 12, 1960, 
Mr. W. E. WILLIAMSON, 
Clerk, House of Representatives, 
Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 

Dear Str: This has reference to notice of March 31, 1960, advising that 
hearings will be held beginning 10 a.m., April 12, 1960, on certain bills commonly 
known as transportation diversification bills. 

The Great Lakes Ship Owners Association, for whom I am counsel, requested 
time to appear in opposition to these bills, more specifically, H.R. 7962 and 
H.R. 9281. Due to conflict of commitments, I am unable to personally appear, 
Capt. A. C. Ingersoll, Jr., president of the Federal Barge Lines, who will appear 
in opposition on behalf of other water carriers, has kindly consented to appear 
on behalf of the lake common earriers. It is hoped that this procedure meets 
with the approval of the committee. 

Very truly yours, 
JoHN H. EISENHART, Jr. 

Mr. Incersout. I have been employed in the barge transportation 
industry for 23 years as towboat captain, as an executive in operations 
and traffic in three different barge lines, as presideut of the Gov- 
ernment-owned Inland W aterways Corporation, and for the last 6 
years as president of its privately owned successor, the Federal Barge 
Lines, Inc. I have served as board chairman of the American Water- 
ways Operators. 

The American Waterways Operators, Inc. is the nationwide shal- 
low-draft water carrier association representing a substantial portion 
of the operators who provide transportation services over 29,000 miles 
of inland navigation channels and in the harbors of the United States. 

The association represents also the builders and repairers of barges, 
towboats, tugboats, and shallow-draft freighting equipment as well 
as W aterw ay ter minal operators. 

The shallow-draft water carrier industry has a direct interest in 
two of the bills on which the subcommittee is holding hearings—H.R. 
7962 and H.R. 9281. The effect of these bills would be to permit 

railroad entry into water transportation without any effective restraint 
relating to railroad ownership. 

The membership of the American Waterways Operators is opposed 
to these bills or to any relaxation of the existing statutory restraints 
controlling the extent and manner in which a carrier by one mode may 
engage in ‘another mode of transportation. The inland water carriers 
do not want to see the door thrown wide open for the unlimited entry 
of a carrier by one mode into another or other modes of transportation. 

The present law rope h pee Sty ten entry into water transportation 
is in section 5 (14), (15), and (16) of the Interstate Commerce Act, 
originally enacted in 1912 as the Panama ee Act, as well as in 
paragr aph 2 2 of section 5. Paragr: aphs (14), (15), and (16), in addi- 
tion to absolutely barring rail partic ipation in the ow nership of 
vessels operating through the Panama Canal: 
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(1) Forbid rail participation in vessel ownership “elsewhere” 
if the railroad in question “does or may compete” with the vessel 
for traffic ; 

(2) Give the Commission final authority to determine ques- 
tions of the possibility of such competition; and 

(3) Give the Commission authority to make exceptions to the 
prohibitions against rail ownership of vessels not operating 
through the Panama Canal if it finds such an exception “will 
not prevent such * m vessel from being operated in the interest 
of the public and with advantage to the convenience and com- 
merce of the people, and that it will not exclude, prevent, or re- 
duce competition on the route by water under consideration.” 

The reason the Congress enacted this statute in 1912 is well stated 
in the committee report where, after expressing an intent to prevent 
railroad domination of traffic through the new canal, the committee 
said: 

The apprehension of railroad-owned vessels driving competition from the canal 
may or may not be exaggerated but it is certain that the evil, which is only 
anticipated there, already exists in the coastwise trade on both coasts, as well 
as on our lakes and rivers. 

The evil is prevalent, recognized, and complained of. The proper function of 
a railroad corporation is to operate trains on its tracks, not to occupy the waters 
with ships in mock competition with itself, which in reality operate to the 
extinction of all genuine competition. 

This sharp indictment of rail ownership of water carriers is well 
supported by the testimony in a number of proceedings before the ICC 
at about that time—18 L.C.C. 113, at I. C.C, 228, 21 I. C. C. 329, 31 
I. C. C. 32—and in the congressional hearings on the bill itself. 

The Panama Canal Act has now been in effect for 48 years. How 
has it been administered? About 47 different applications or groups 
of applications have been filed by railroads for authority to continue 
or to begin water operations. Of these applications, 11 were dis- 
missed and operations permitted to continue on a finding that there 
was no competition between the rail ownership and the vessels con- 
cerned. 

Thirty applications were approved as helpful adjuncts to the rail 
service, in the public interest, with no discernible effect on com- 
petition. These were principally car ferries, terminal services, ex- 
tension of rail routes, foreign operations, or part ownership amount- 
ing only to investment. 

Five minor applications were denied where the vessels were operated 
in competition with the owning railroad. The principal denial was to 
a group of 11 applications litigated together, known as the Lake Lines 
Applications (33 I. C. C. 699 and 37 I. C. C.77). 

In this latter series of cases the record indicated convincingly that 
the railroad-owned vessels on the Great Lakes were not being operated 
“in the interest of the public or of advantage to the convenience or 
commerce of the people,” but were only pawns in the larger game be- 
tween the railroads of bargaining for divisions and the routing of all 
rail traffic. . 

The railroads now come forward and urge that. this law be changed. 
They ask that the special restrictions against railroads entering water 
transport be removed. 
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Our study of 48 years of the administration of this law by the Com. 
mission encourages us to challenge the railroads to come forward 
and lay before you one single case where the public was disadvantaged 
by the denial of a rail application. 

On the other hand, what has happened to the water operations the 
railroads have been permitted to control by the grant of special 
Panama Canal Act authority? Has railroad control been good for 
the water line? Has it served the convenience and commerce of the 
people? 

Leaving our car ferries and such terminal operations as lighterage 
in New York Harbor where the continuation of vessel operation js 
necessary to providing railroad service, the fate of railroad-controlled 
water carriers has been a sad one. In a time when water transporta- 
tion generally has been on the increase all over the country, the rail- 
controlled vessels have all but disappeared from the scene. 

Of more than 30 different water operations—east coast, west coast, 
inland rivers, and lakes—only two are still in operation. One is in 
foreign service between Florida and the Caribbean. The only re- 
maining railroad-owned domestic water service which can be said 
to be unnecessary to railroad operation is the Baltimore Steam 
Packet Co., which in 1958 operated three vessels, the newest 34 years 
old, and generated net. waterline income, before taxes, of minus 
$43,000. This is how the railroad-owned vessels have served the “con- 
venience and commerce of the people” in the last 48 years. 

We challenge the railroad industry to produce one example of a 
water operation not essential to the continuation of rail operation 
where their stewardship has not been either abused or neglected, 

In supporting their plea to you to give them easier entry into water 
transport, the railroads rely on two arguments: 

(1) Fairplay demands they have the same opportunities as 
their water competitors; and 
(2) The public would enjoy the benefits of coordinated service. 

The fairplay argument asks that you close your eyes to the sorry 
record the railroad industry has made in water transportation, a 
record of universal abuse and neglect. The would-be admirals in 
the railroad industry ask you to believe that the leopard has changed 
his spots, but a review of the recent guerrilla warfare between the 
railroads and the trucking industry in Pennsylvania—VOFRR y, 
Eastern Railroad Presidents’ Conference (155 F. Supp. 768 (1957) )— 
will serve to clear up any doubts on this score. 

Railroad operation of water carriers has not been fairplay in the 
past and there is no reason to believe it would be any different in 
the future. Railroad management of vessels in the future as in the 
past is bound to be in the interest of the primary investment, the 
railroad. To quote the recent direct statement of a rail official, seek- 
ing to enter water transportation, “our first objective is for rail 
handling.” 

During the earlier hearings on these same bills on February 2 and 
3, 1960, the chairman of this subcommittee queried some of the wit- 
nesses as to their opinion of a possible change in the law. He asked if 
perhaps the general restraints against common ownership might be 
eased while still retaining the same standards to judge an applica: 
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tion by simply shifting the “burden of proof” from the applicant for 
special authority to the opponent. 03 

In other words, if a railroad wanted to enter competitive water 
transport, treat his application like anybody else’s unless an opponent 
could prove it was not in the public interest or would adversely affect 
competition. This is a very novel suggestion, related to the general 
basis of law in our society that any man is innocent until proven 
guilty. ; 

But in this case we ask you to remember that the Congress has al- 
ready tried this defendant, the railroad industry, has found him 
guilty of abuse of the privilege of owning competing vessels, and has 
issued a permanent injunction, the Panama Canal Act, against such 
ownership except under strict supervision. We submit that no new 
evidence has been offered to show why this injunction should be 
relaxed. 

The railroads also assert, in support of their request for freedom to 
engage in various forms of transport, that the public would benefit 
from the coordination of different forms of transport that would 
result. The following statement from an advertisement of two rail- 
roads seeking to buy a bargeline within the framework of the present 
law has great appeal to the public: 

The [railroads] believe that approval of their application will enable each 
railroad to offer shippers a coordinated transportation system combining the 
best elements of water, highway, and rail service. 

This assertion immediately suggests the question: If the railroads 
believe that more efficient transportation services will result from the 
establishment of joint rates and through routes, why haven’t they 
proved it by establishing such joint through services with independent 
water carriers who have for years fought for this plan ? 

The law now permits such coordination—even requires it. Inter- 
state Commerce Act: The national transportation policy; section 
1(4); section 3(4); section 15(8); section 305(b); section 307(d). 
Water carriers long have sought to effect a marriage of service in this 
fashion, but rail carriers use every legal device to block such efforts 
at every turn. 

The basis for this railroad attitude is most effectively summed up in 
the cynical statement of a railroad president before this committee in 
February of this year: 

Competing carriers can work with each other up to a point. But sooner or 
later one or the other is going to find himself working against his own best 
interests in promoting the coordinated service. In other words, that carrier will 
discover he would profit more by going it alone, even though the total coordi- 
nated service might be more efficient or provide a better service to the customer. 

Those who feel that changing times invite a relaxation of regula- 
tion need only compare this arrogant statement in 1960 with Com- 
modore Vanderbilt’s famed remark of the last cenutry: “The public 
be damned.” 

For over 20 years the bargelines have been petitioning the rail- 
roads in public and private, have been complaining to the Commis- 
sion, and have been repeatedly in court—three times to the Supreme 
Court—seeking the coordination of rail and barge transportation of 
grain so that when grain moves part way by barge and part way by 
rail in its long journey from the farmer to the consumer, it is not 
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penalized because it moved part way by barge with a higher charge 
for the rail haul than would have applied if it had moved all the way 
by rail. 

We seek to establish coordinated service so that the benefits of the 
economy of barge transportation will reach back into the interior pro- 
ducing areas in the form of higher prices to the farmer, and on into 
the interior consuming territory in the form of lower prices to the 
consumer. 

This fight has been going on for over 20 years. The Congress has 
said such coordinated service should be provided. The law is clear, 
The courts sustain the intent of Congress every time we appeal to 
them. 

But the fact that even after so long a time grain can move barge- 
rail without prejudice through only two of the scores of river ports 
in the Mississippi Valley is a testimony to the really heroic resistance 
of the railroads to the coordination of their service with water trans- 
portation. 

At the same time, for over 10 years, the bargelines in the Mississippi 
Valley, sometimes separately and sometimes jointly, have petitioned 
the railroads for joint rates on pipe from producing centers in the 
North and Northeast into the Southwest. These approaches and 
others have uniformly and consistently been pigeonholed. 

The railroad attitude is clearly and honestly stated in recent testi- 
mony of the management of two of the largest railroads in the coun- 
try that they have refused joint rates with connecting water carriers 
because they had no financial interest in the water carriers, and that 
even if they had a financial interest in a water carrier, they would 
not make joint rates with a controlled water carrier, or with any other 
water carrier that would tend to divert traffic from all-rail routes, 
or would disrupt the all-rail traffic of competing railroad. 

These officials state honestly that their first interest is to protect all- 
rail traffic, that their first objective is to promote rail handling. 

On February 3, one of the railroad presidents testifying before you 
said: 

The American public today is getting shortchanged on its transportation bill. 
Users of transportation are not getting the kind of transportation service their 
money could and should buy. 

The reason they are not getting what they’re paying for is not because of any 
lack of imagination, ability, or willinginess on the part of the companies en- 
gaged in transportation. The real swindlers are the outmoded laws and regula- 
tions that practically forbid the development of truly modern transportation 
systems. 

These remarks about “willingness” are hard to square with the 
frank position of the railroads that in spite of laws requiring rail- 
water coordination, and in spite of the universal shipped demand for 
such coordination, they will not provide it unless they control the 
waterline and even then not if such coordination would divert traffic 
from all-rail routes. 

The law can properly be criticized as being partly responsible for 
the public not getting the coordinated transportation it wants, but 
the weakness in the law is that it has no teeth. The railroads have 
demonstrated their ability to successfully defy the intent of Congress 
as written into the existing law. 

The public wants coordinated rail-water service. The railroads 
say this can best be provided by permitting them to offer the whole 
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“package” to the shipper. They justify their refusal to put together 
“package” through-service heretofore on the grounds that they had 
no incentive to make joint rates with a water carrier they do not own. 

No explanation is offered as to how a railroad distinguishes between 
its unwillingness to make joint rates with an independent connecting 
water carrier and its willingness to make such rates with an inde- 

ndent connecting railroad. The law makes no such distinction— 
section 1(4), Interstate Commerce Act. > 

The railroads assert that their desire to enter competitive water 
transport is motivated by a desire to furnish coordinated service to 
the shipper. They say they must control both rail and water parts 
of such service for them to have an incentive to furnish such service. 
We say this trick reasoning is a sham to bolster their demand to get 
back into competitive water transport after the Congress kicked them 
out. 

We also say this is a fallacy and will not stand scrutiny. We say 
that their only desire to get into competitive water carriage again 1s 
to dominate it, gradually weaken it, and reduce the “erosion” of rail 
traffic of which they complain. 

If the railroads were interested in permitting the shipper to enjoy 
the benefits of coordinated rail-water transport—which in plain words 
means moving freight part way by water so that the total freight bill 
is less than all-rail—and if all a railroad needs is a financial incen- 
tive, then we say that whatever return on investment a railroad could 
make on a combination of its existing investment in rail facilities with 
a new investment in barge facilities it could also make on its existing 
rail facilities just by making the same joint rate with an independent 
bargeline with appropriate divisions. 

That is to say, railroads can obtain the same profit from use of 
rail facilities at a given division when the connecting line is a water 
carrier which is able to take a division lower than a rail connection 
and thus maintain a differential as when the through rate is main- 
tained with a rail connection. 

The absolute refusal of railroads to even explore these possibilities 
with connecting bargelines exposes their claimed desire to provide 
coordinated service for what it is: a complete fraud designed to cover 
up the real intent of the railroads to advance their self-interest by 
controlling competing waterlines so as to gradually diminish their 
competitive effect. 

That the railroads would be able, sooner or later, to dominate and 
control any area of water transport where they participated in the 
traffic can hardly be doubted, even if the record of the past were not 
available for inspection. Their ability and stated willingness to offer 
“package deals” to the shipper, the tremendous influence their ability 
to give reciprocal favors would have on shippers, the simple fact of 
enormously greater financial power, predetermine the outcome of any 
competitive struggle between a railroad-controlled water carrier and 
his independent competitors, especially if the opportunity to protect 
their competitive position by also entering water transport is also 
available to other competing railroads. 

It is no coincidence that water transport in my territory, the middle 
Mississippi, went into a decline when rail transport began to be com- 
petitively felt in the Mississippi Valley. That was about at the time 
of the end of the Civil War. 
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AWO EXHIBIT A April 13, 1960 
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Mr. Incersoiu. Nor is it a coincidence that the beginning of the 
renaissance of water transport in the Middle West coincided with the 
passage of the Panama Canal Act, the declaration of independence of 
the domestic water transport industry in the United States. 

Independent competition with the railroads has developed our 
barge industry into the most efficient in the world, bringing the econ- 
omies of water transport to almost every industrial center in the mid- 
continent area and around the periphery of the country where water 
carrier services are available, with the double benefit of cheap water 
transport and the competitive effect this water transport has on rail 
rates. 

The railroad industry has fought the redevelopment of water trans- 
me tooth and nail every inch of the way by opposing water resource 

evelopment, by making selective “fighting” rate cuts to knock out 
water competition while holding up their noncompetitive rates else- 
where, by their stubborn defiance of the law in refusing to coordinate 
rail and water service for the benefit of the interior shipper or receiver 
of freight. 

Now these efforts not having been enough to prevent the develop- 
ment of a dynamic water transport, they say “me, too.” They ask 
you to let them into this field of transport which only began to grow 
after they were excluded. They ask you to let them compete with 
themselves by water in spite of their unconcealed refusal to coordinate 
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their services with water transport. When the Congress excluded 
rail-controlled ships from the canal, it also said: 

Instead of competing with themselves by running vessels through the canal, 
the railroads can perform the more noble and valuable service of connecting on 
either coast with coastwise vessels passing through the canal, and, by joint 
rates and through routes, afford convenient schedules and fair rates and condi- 
tions of commerce to the people living many hundreds of miles inland from 
both coasts (House committee report). 


The railroads today might well heed this admonition and enter into 
a program of voluntary coordination of rail and water service which 
would not only be of inestimable value to the shipping public, but 
would be such a stimulant to traffic, both by barge and by rail, as 
would demonstrate the wisdom of Congress in requiring coordination 
between rail and water transport. 

Such action on the part of the railroad industry, complete coordi- 
nation under separate and independent ownership, would be a demon- 
stration of good faith which would dispel the widespread doubts that 
exist today. 

In his testimony before this committee on February 2, 1960, Wayne 
Johnston, president of the Illinois Central Railroad, in seeking relaxa- 
tion of the restraints against his railroad entering the barge business, 
said : 

There are limits to preventing the loss of our traffic [to barge competition] 
by rate adjustments and improvement in service. The only way by which we 
can prevent this continuing erosion of our traffic is to ourselves barge that traffic 
we are tendered which can be most economically handled by barge. Very great 
difficulties would be encountered, however, were we to seek to institute such 
operations, because of the special burden of proof which the Panama Canal Act 
of 1912 places on railroad applicants in such a case. Again, I think we should 


be placed on the same basis as any other applicant by the passage of H.R. 7962 
or H.R, 9281. 


However, 6 weeks later, while testifying before the Interstate Com- 
merce Commission in support of his company’s application to acquire 
a bargeline within the framework of the present law, he was asked: 

But insofar as the diversification in the water carriage industry is concerned, 
Mr. Johnston, as a matter of principle, do you have any fault to find with the 
standards which govern your entry into that field, the statutory standards? 

His answer was: “No, I don’t think so.” 

We agree with his second thoughts on the matter. We do not have 
any fault to find with the statutory standards that now govern his 
entry into the field of water transportation. 


During the February hearings another railroad president called 
your attention to the fact that— 


The United States is the only country in the world that does not permit inte- 
grated transportation. 

I would like to offer in conclusion, and as a postscript to Mr. Perl- 
man’s statement, the thought that it is no coincidence that the trans- 


portation system in the United States, made up of independent seg- 
ments, is the finest in the world. 


Let us keep it that way. 
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Mr. Friepex (presiding). Thank you, Mr. Ingersoll. That was a 
very strong statement. 

Have you any questions, Mr. Jarman? 

Mr. Jarman. I will ask Mr. Ingersoll for a comment on two argu- 
ments that the committee has heard during the course of the hearings, 

We have heard some advocates of these bills argue that there are 
many advantages which would flow from the flexible routing and 
single-lading shipments, as well as the greater efficiency and econo- 
mies to be realized in central control of the various methods of car- 
riage within single systems. 

These advocates have compared this with the duplication of ex- 
pense and functions involved in maintaining separate and independ- 
ent managements, the wasteful practices which presently exist when 
independent carriers of the various modes are engaged in keen com- 
petition. 

Mr. IncersoLu. We claim that this is a complete fraud; that there 
is not one single benefit of consequence that can result from the inte- 
gration of different forms of transportation that cannot flow from the 
coordination of different forms of transportation under separate 
ownership. 

Mr. Jarman. You take the position that any economy that can be 
effected by common ownership can be effected by coordination be- 
tween the various modes of transportation ? 

Mr. Incersotu. Yes, sir. We would say, for example, that the 
fact that common ownership would provide only one management is 
no more conclusive an argument for the common ownership of differ- 
ent forms of transportation than it is an argument for the merger of 
two railroads, and certainly it has not been a sufficient inducement 
there to produce much progress in that direction. 

Mr. Jarman. On the other side of the picture, Mr. Ingersoll, we 
have heard strong arguments that if these bills are passed by the 
Congress, it would or it might result in the strangling of some modes 
of transportation and the creation of a monopoly. 

That argument had more weight earlier in the history of our coun- 
try when the different modes of transportation were in their develop- 
ing stages and when monopoly was a greater threat. The question I 
would like to ask you is: Considering the present-day strength of the 
various modes of transportation, considering the fact that the ICC 

vas created for the purpose of protecting the public interest in stable 
and enduring transportation systems, do you think that there is a 
real threat of monopoly involved in the bills before the committee? 

Mr. Incersouu. I certainly do. I cannot speak with any authority 
whatever as to the question between rail and truck, and I cannot go 
into any details as to how it would work coastwise or on the Great 
Lakes. 

In our own sphere of operations in the Mississippi Valley, there 
is no doubt in the minds of any of the water carriers but that the 
passage of this legislation would result in the disappearance into 
railroad control of all or most of the carriers for hire on the Missis- 
sippi River system. 

As to the Commission’s ability and willingness to prevent this sort 
of thing, I ask you only to look at the Commission’s failure or in- 
ability to enforce the intent of Congress to require coordination be- 
tween rail and barge transportation. 
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Mr. Jarman. I can see there that the Commission might have great 
difficulty in enforcing coordination, but I can certainly see that with- 
in its em the Commission could be very effective in prevent- 
i onopoly. 

— I ete. If the Congress were to pass this legislation, I can- 
not see how the Commission could do other than, take the position 
stated by Mr. Winchell in his testimony before this committee: that 
the Commission would interpret such an action on your part as an 
intent to permit a freer entry by the railroads into other forms of 
transportation. ; : [ 

Mr. Jarman. In that connection, may I interrupt to ask you this 
question: Don’t you think that the Commission would still continue 
to use the yardstick of convenience and necessity, and the general 
welfare of the public? 

Mr. Incersouu. I think that they are using those yardsticks now. 

Mr. Jarman. Don’t you think they would do so in their decisions 
as to various applications that might be submitted by a railroad for 
the acquisition of additional modes of transportation? Wouldn’t 
that be a fundamental consideration of the ICC ? 

Mr. Incrrsotu. I do not know how to answer that except to say 
that I think Mr. Winchell stated it fairly; that he could only say 
he was told to let the railroads into the barge business. 

Mr. Jarman. Regardless of convenience and necessity, and regard- 
less of public interest generally? I have read that statement and 
heard it quoted several times in the hearings, and I can understand 
the import of what is said. At the same time I would think that the 
ICC, in passing on individual applications, would still look very, 
very carefully at the need, the convenience and necessity, at the gen- 
eral public welfare, as well as what they understood the intent of Con- 
gress to be. 
~ Mr. Incrrsotn. Those are phrases that are subject to very flexible 
interpretation, and in different context, in different section 5 applica- 
tions, the Commission has given such interpretation as they felt was 
indicated by the circumstances before them. 

1n our small industry, where there are only a few common carriers 
by barge in the Mississippi Valley, and only a few more for-hire car- 
riers that are not regulated by the Commission, the size of that whole 
industry is only one-tenth as great as the two railroads that are now 
seeking to get into the barge business under the present law. 

The Commission can let them in or not. There is just no in between. 
There is no in between. There may be in the trucking business—I do 
not know; but in our business there is no in between. They either 
can be kept out except as to terminal operations, ferries, and so forth, 
or they can be let in. 

I cannot see how the Commission can interpret the change from 
the present statutory standards under which they have granted 75 or 
80 percent of the applications before them, a change from the present 
standards to no restraint, how they could interpret that other than 
let the railroads in the barge business. 

We say now the present law saying let them in if it is in the public 
convenience and necessity will not reduce or exclude competition, or 
whatever. If you take away those standards and just leave the public 
convenience and necessity, superficially, you might say, you have done 
nothing. 
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This, perhaps, is the effect of your question. But the Commission 
would construe that you meant to do something, and that could only, 
in our case, be to let the railroads into the barge business. 

Mr. Jarman. Regardless of convenience and necessity ? 

Mr. Incrrsoiz. I think they would have to interpret the words 
“convenience and necessity” as meaning something different than they 
have construed them up to now. 

Mr. Jarman. Thank you. 

I think that is all, Mr. Chairman. 

Mr. Frrepet. Mr. Springer? 

Mr. Sprincer. I notice you have been a barge operator. Could you 
tell me between what points? 

Mr. Incersotu. I have been a steamboat pilot on the Mississippi, 
Ohio, Monongahela and 

Mr. Sprincer. Have you been an operator between Chicago and 
New Orleans ? 

Mr. Incersotu. Yes, sir; a superintendent, traffic manager and a 
president of bargelines operating between those points. 

Mr. Sprincer. Suppose that the Tlinois Central, pursuant to this 
law, were granted permission to operate between Chicago and New 
Orleans, paralleling the same route which you say you were super- 
intendent on. What effect do you think such permission would have 
upon your line? 

Mr. Incersou. I think it would put us at a compelling competitive 
disadvantage. 

Mr. Sprrncer. Could you tell me why ? 

Mr. Incersotu. Because of the ability—for a variety of reasons. 
To start with, the railroad has an enormous organization dealing with 
the public all over the country, far more than a barge operation can 
support. To bring that to bear, alone, has a very significant effect 
on what happens to the traffic. 

In addition to that, the railroads would be in a position, that their 
independent barge competition would not be in, to make reciprocal 
deals with the shippers. This goes on all the time. 

Mr. Srrincer. Do you think that the railroad could produce a more 
efficient operation? Let us leave out the public interest for a moment. 
Could it produce a more efficient operation ? 

Mr. Incersoii. This, of course, is purely speculative. But it seems 
to me that it stands to reason that railroad ownership and control of 
a barge industry could not possibly, in the long run, produce the 
kind of technical progress and all the other progress that results from 
independent management that depends for its livelihood, and con- 
tinued existence and growth, on its ability to survive against the rail- 
road competition and grow by becoming more efficient. 

This kind of a spur and a lash is what has produced the efficient 
barge transportation system we have today, which has grown up en- 
tirely since the passage of the Panama Canal Act. 

Mr. Sprincer. Do you think if, we will say, the Illinois Central 
were granted a permit to operate over that route, that you would 
then operate at a more efficient or under more efficient conditions or 
under less-efficient conditions on your line? 

Mr. Incersotz. I think that our line would pass under railroad 
control as well, so that what happened in the interim period would 
be a matter of no consequence. 
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Mr. Sprtncer. You mean you think the competition would be so 
stiff that ultimately you would have to surrender ? 

Mr. Incersoty. Two forces would be at work—the competitive ad- 
vantage of that railroad-controlled bargeline to get the traffic that is 
on the river today, to influence the shippers to use that bargeline 
rather than ours, would be significant. 

I will not attempt here to measure the effect of it, but the effect 
of it would be significant, and would be controlling. 

On the other hand, the advantage that that railroad would have 
in soliciting business from shippers who use both rail and barge traffic, 
the advantage that that railroad would have over its railroad com- 
petitors who did not own bargelines would induce them to want to 
get into the barge business, and would produce a motivation for them 
to pay, let us say, a little more than a property is worth to get into 
the barge business; at the same time the ownership of the independ- 
ent properties would see their competitive position reduced and the 
stage is set for transactions to be made with other carriers. 

In the area that you described, for example, there are only four 
common carriers by barge. For one to pass under control of the rail- 
road industry would have just like 25 percent of the stock in a corpora- 
tion, it would control the corporation. 

Mr. Sprincer. You still have not answered my question as to 
whether you would become more efficient or less efficient. 

Mr. Incersotu. I think we would become less efficient. I think our 
credit would be impaired. I know that the incentive to do the things 
that the barge industry has done over the last 40 or 50 years would be 
less. 

Mr. Sprincer. Do you think the competitive factor would give the 
public at large lower rates? 

Mr. Incersotu. This is a hard thing to speculate on in the immediate 
hereafter. I think a chaotic situation would result. What course 
it would take I do not know. 

Mr. Sprincer. You mean you think that some of them would maybe 
try tocarry at less than cost ? 

Mr. Incrersot. I do not share the view that is stated in some quarters 
that railroad entry into the barge business would result in a campaign 
of price cutting on barge transportation by the railroads. This does 
not make sense to me. I do not believe that that is the course that 
affairs would take. 

Mr. Sprincer. Of course, you can find, Mr. Ingersoll, some rail- 
road lines are complaining now that other railroad lines are carrying 
at too little cost. If you want to take Central Ohio, north and south, 
as one of the prime examples of the last few years, terrific complaints 
on the character of competition between the railroads, and the Inter- 
state Commerce Commission has been hesitant to grant some of the 
rates which have been posted within the period prescribed by law be- 
cause of the adverse effect on other competing lines. 

I come back to the same question that was raised by the gentleman 
from Oklahoma a moment ago. That is, Is it your feeling that in spite 
of the fact that this is regulated by the Interstate Commerce Commis- 
sion, they could not regulate here where everybody could operate in the 
public interest at competitive rates ? 

_ Mr. Incersotz. As I said, I do not share the view that railroad ent 
into the barge business would produce a price-cutting campaign. 
59179—60—20 
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think that the direction that this thing would take would be a different 
one. I think that it would tend, inevitably, to follow the course that is 
described of what happened on the Great Lakes. 

After the railroads entered the shipping business on the Great Lakes 
and acquired the control of most of the lake lines, the combination 
of lake and rail rates between Chicago and New York began to 
gradually increase, while the level of the all-rail rates either stayed the 
same or came down. 

In other words, over a period of time, gradually, from the workings 
of a lot of little influences, the difference | narrowed. The water trans- 
portation becomes less attractive. 

There was not someone in there fighting for his life to make that 
water transportation more attractive than rail transportation. This 
is the motivation that is going to work or not work. If the water 
lines are owned by the railroads, that motivation will be absent, and 
water transportation will inevitably become less attractive, because 
nobody is fighting to make it more attractive. 

Mr. Sprineer. Thank you, Mr. Ingersoll. 

Mr. Frrepex. Mr. Ingersoll, Ihave just one question. 

On page 5 of your statement you say: 
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The only remaining railroad-owned domestic water service which can be said 
to be unnecessary to railroad operation is the Baltimore Steam Packet Co. 

Mr. Incersoty. This is all we have been able to turn up. 

Mr. Frrepet. Why do you say it is unnecessary ? 

Mr. Incersotx. I may be mistaken, but I assume that this does not 
perform a service that is essential toa piece of railroad service. 

Mr. Frrepet. Why do you presume such is the case? Is it not of 
benefit to the shippers? Is it not a necessity and public convenience?! 
Are they not involved? You state it is unnecessary. I do not follow 
your line of thought. 

Mr. INGERSOLL. Again I say I may be wrong, but I make that state- 
ment on this presumption: If that company were to go out of busi- 
ness tomorrow, the traffic of the railroad would not be ‘impaired. By 
contrast with the lighterage operations in New York, if they went out 
of business tomorrow a creat deal of rail traffic would go off the rails. 

The lighterage oper rations in New York Harbor are vital to the 
continued offer of rail service. I have the i impression that this partic- 
ular operation is not vital to the continued operation of rail service. 
It is the only one I have been able to discover. 

Mr. Friepev. It is beneficial to the shippers, is it not ? 

Mr. Incersoti. It might be. I would speculate not, judging from 
the fact that the newest boat is 34 years old and their financial results 
were something less than desirable in the last year that I heard about. 

If it was good and desirable to the shippers and important, there 
would be efficient equipment in the service and it would be run at a 
profit. 

Mr. Friepex. I think the shippers benefit. They might be losing 
on it, but the shippers benefit. 

That is all, Mr. Ingersoll. Thank you very much. 

The next witness will be Mr. Lowe P. Siddons, general traffic man- 
ager of the Holly Sugar Corp. of Colorado Springs, Colo. 
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STATEMENT OF LOWE P. SIDDONS, GENERAL TRAFFIC MANAGER, 
HOLLY SUGAR CORP., COLORADO SPRINGS, COLO. 


Mr. Stppon. Honorable Chairman and members of the subcommit- 
tee, my name is Lowe P. Siddons. I have been in transportation 
work all of my business career. I am general traffic manager of 
Holly Sugar Corp. and have served them in that capacity for the last 
96 years. Prior to that time I was traflic manager of the Brunswick- 
Balke-Collender Co. at Chicago, Ill. 

I think it might be well to add here that the Holly Sugar Corp. 
operates in the States of Montana, Colorado, Wyoming, and Cali- 
fornia, and has 12 sugar factories. ‘They process around 21% million 
tons of sugar beets a year, producing around 614 million 100- pound 
bags, or the equivalent, of ne and pay a freight bill of from $10 
million to $12 million a yea 

They operate g generally es om of the Buffalo-Pittsburgh line, north of 
the Mississippi Riv er, and by airline through Kansas City and Okla- 
homa City to the gulf, and north thereof. 

It has been my experience to have engaged in transportation both 
before and after the passage of the Motor Carrier Act. I have had 
the pleasure and experience of observing how the motor vehicle carrier 
service of the country grew from nothing to what it is today. 

It is because of what the motor vehicle carrier service is tod: ay that 
I am here to testify in support of H.R. 7960, H.R. 7961, H.R. 7962, 
H.R. 9280, H.R. 9281, and H.R. 9282. They pertain to railroads own- 
ing and operating motor vehicle common carriers. The subject is 
generally referred to as common ownership of one form of transporta- 
tion by another. 

The Motor Carrier Act has certainly accomplished what it set out to 
do, plus the fact that it is now doing irreparable injury to the cor- 
porations operating the railroads because they cannot compete in 
kind. I believe it is time now to change the law and permit the 
corpor ations operating railroads to render a complete transportation 
service via their established routes to the shippers and receivers of 
freight located thereon throughout the Nation. 


Il, PART I, SECTION 5(2) (b) AND PART II, SECTION 207(&) OF THE 
INTERSTATE COMMERCE ACT 


Congress seemed to believe at the time it enacted into law part II 
of the Interstate Commerce Act, hereinafter termed the “Motor 
Vehicle Carrier Act,” that the motor vehicle common carriers that 
would qualify for grandfather rights thereunder should be protected. 

Congress did this by giving the Interstate Commerce Commission 
the authority to determine whether a new applicant for a motor 
vehicle certificate was required by public conv enience and necessity, 
et cetera. This is stated a the Supreme Court in a leading case 
styled 7CC v. Parker, 326 U.S. 60; S. Ct. 490, at page 65, as follows: 


The Commission has assumed, as its duty under these earlier subsections, the 
finding of facts and the exercise of its judgment to determine public convenience 
and necessity. * * * 

* * * The purpose of Congress was to leave to the Commission authoritatively 


to decide whether additional motor service would serve public convenience and 
necessity. 
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Congress also insulated motor vehicle common carriers from the 
competition of the railroads acquiring motor vehicle common carriers 
already certificated and operating them as railroad-owned, or affiliated 
motor vehicle common carriers. 

To carry out this desire by the Motor Vehicle Carrier Act, two 
additional requirements must be met before a railroad can acquire a 
motor vehicle carrier for use in its general service. The acquiring 
railroad must show in purchasing a motor vehicle carrier under section 
5(2)(b) of the Interstate Commerce Act that the public interest would 
be promoted in a special way, namely, that it would enable such rail 
carrier (a) “to use service by the motor vehicle to public advantage 
in its operations” and a showing (6) that the acquisition “will not 
unduly restrain competition.” Further, all the provisions of the 
Interstate Commerce Act must be administered and enforced with 
the view of carrying out the national transportation policy. 

The Tr ansportation Act of 1940 is of a later date than the Sherman 
Act. The courts have held that competition is not legally a wrong 
unless disinterested malevolence, or something like it, supplies the 
motive power under the Sherman "Act. 

While the three safeguards outlined above do not directly state that 
the Commission shall ‘prohibit common ownership of motor vehicle 
carriers by railroads, the Commission has followed the principle in 
its decisions and restricted railroad-owned motor vehicle carriers to 
auxiliary or supplemental service on the principle that they would 
create an undue restraint on competition with the result that rail- 
road-owned motor carriers cannot compete with other motor carriers. 

There are one or two special exceptions to that which I will mention 
later. 

In 340 U.S. 419, U.S. et al. v. Rock Island Motor Transit Company, 
et al., the court stated : 


The words “auxiliary to or supplemental of’ are not taken from the act. 
There is no such specific limitation for the railroad operation of motor carriers. 
Their connotation is to be gathered from the context in which they have been 
employed by the Commission. The certificate, 340 U.S. at pages 423-424, 71 
S. Ct. at page 386, supra, used the phrase to avoid undue restraint on com- 
petition. That has been its use from the beginning. The only competition at 
which the limitation was directed was full railroad competition with over-the- 
road motor carriers. 


I might say that that is the fundamental reason why the railroads 
today are restricted to the supplementary service. 

In the McLean Trucking Company v. U.S. case (1944), 321 U.S. 
67; 64 S. Ct. 321, after stating that the Transportation Act is later 
in time than the antitrust laws and creates a more specific expression 
of policy, states at page 83: 


The history of the development of the special national transportation policy 
suggests, quite apart from the explicit provisions of section 5(11) (see footnote 
17) that the policies of the antitrust laws determine “the public interest” in 
railroad regulation only in a qualified way. 

The altered emphasis in railroad legislation on achieving an adequate, efficient, 
and economical system of transportation through close supervision of business 
operations and practices rather than through heavy reliance on the enforce- 
ment of free competition in various phases of the business * * *. 


The Motor Vehicle Carrier Act was passed in 1935, (The mechanical 
improvements of the truck engine or motor, the truck van or semi- 


trailer van, and the highway road improvements as we know them to- 
day, were beyond contemplation then. 
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There is no criticism of the provisions of the Motor Vehicle Carrier 
Act of 1935 when it became a law. It has permitted motor vehicle 
common carriers to build up an envious transportation service on the 
highways to serve the public. My company has used and will continue 
to use their service extensiv ely. 


Tu. COMPARISON OF RAIL AND MOTOR CARRIER TRAFFIC AND REVENUE 


The monthly reports issued by the Bureau of Transport Economics 
and Statistics of the Interstate Commerce C ommission are very in- 
formative on the traffic transported, revenues and expenses of “both 
motor vehicle common carriers and the railroads, and also water lines 
and freight forwarders. 

These monthly reports for April and May 1959 show that 872 in- 
tercity class I motor vehicle common carriers transported 237,366,003 
tons of revenue freight in 1958. The total intercity motor vehicle 
common carriers freight operating revenue in 1958 was $3,900,880,564, 
or $16.45 per ton. 

The report shows that the class I railroads for 1958 originated 
1,190,300,000 tons of freight. The railway operating freight revenue 
for 1958 was $8 070,784 ,000, or $7.11 per ton. 

The operating revenue in 1958 for 872 intercity class I motor vehicle 
carriers of property was approximately one-half of the railway oper- 
ating freight revenue for the class I railroads, or 48.3 percent. 

Figures for the first 6 months of 1959, compared with the same 
period in 1958, per the ICC monthly reports, show that the tons of 
revenue freight transported by the class I intercity motor vehicle 
common carriers of property increased 18.1 percent. 

The total operating revenues of the motor vehicle common carriers 
increased 2214 percent and the net income for the first 6 months of 
1959 was 297.3 percent greater than for the same period in 1958, as 
shown by Transport Economics, a monthly comment report by the 
Bureau of Transport Economics and Statistics, Interstate Commerce 
Commission, issue of October 1959, page 8, attached hereto as state- 
ment No. 1. 

(The statement referred to follows :) 


STATEMENT No. 1? 


7. MOTOR CARRIERS OF PROPERTY, FIRST 6 MONTHS OF 1959 AND 1958 


Net income after income taxes of class I intercity motor carriers of property 
rose from $15,921,709 in the first half of 1958 to $63,256,085 in the corresponding 
period of 1959, an increase of nearly 300 percent. Total operating revenues 
increased 22.5 percent from $1,841.4 million in the 1958 period to $2,254.9 million 
in 1959. Total expenses, including operating taxes and licenses, were up 18.7 
percent. The operating ratio decreased from 97.4 percent in the first half of 
1958 to 94.4 percent in 1959. 

Truck and tractor miles operated by these carriers in the first 6 months of 
1959 were 19.2 percent above those operated in the 1958 period and the tons 
of revenue freight transported were up 18.1 percent. Between the same two 


periods, the tons of revenue freight carried by class I railroads increased 16.5 
percent. 





1 Taken from Transport Economics, monthly comment by Bureau of Transport Economics 
and Statistics, Interstate Commerce Commission, October 1959. 
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Class I intercity motor carriers of property, first half 1959 and 1958 (900 


carriers ) 
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Item 1959 1958 Percent 
increase 
~ oa) “See 
Total operating revenues__.......-.-.--------------------- 82, 254, 893, 940 | 3, S41, 417,714 | 22.5 
Total operation and maintenance expense..__.........---- rc 908, 248, 371 1, 594, 877, 306 19.6 
Depreciation expense-__-__--.---_.------------------------- 87, 076, 683 85, 926, 548 | 1.3 
Amortization chargeable to operations_-_.....-....--.---- 20, 592 12, 055 70.8 
Operating taxes and licemses----.....-.-----.-------------- 132, 488, 661 111, 855, 173 | 18.4 
Total expenses...----------- ce adicaianuaaschonshaoa 2, 127, 834, 307 1, 792, 671, 082 | 18.7 
ENE ROGUIING 6. ce asiccncecesped mia annadh dhnames "127,059, 633 48, 746, 632 As 160.7 7 
igo a oriinacan edn onenaduasancaeanscanannwh 5, 722, 936 5, 828, 925 11.8 
IE 0S os eh et ncwd mulninh dr eaweanens 20, 080, 407 17, 673, 903 13.6 
Net income before income taxes._.........-..------------- 112, 702, 162 36, 901, 654 205. 4 
Net income after income taxes_-_-_._-..-.-.-...------------ 63, 256, 085 15, 921, 709 297.3 
ESERIES PATA (DEPORTE) on 6 oi ic doc ccc snes nsiwncssace 94.4 97.4 Lae wie Spapaily 
Statistics—intercity freight service: 
Truck and tractor miles operated -__......-.-...-.---- 3, 559, 763,445 | 2, 986, 557, 457 19,2 
Tons of revenue freight transported_............-...-- 136, 435, 960 115, 550, 298 18.1 
| 


1 Decrease. 


Mr. Sippons. The motor vehicle common carriers render a superior 
service. Railroad transportation is not able to equal it. This be- 
cause (1) the motor carriers pick up the truckloads of freight at the 
consignor’s place of business or elsewhere designated and ‘deliver it 
directly to the consignee’s place of business or elsewhere. They un- 
load the truck lading directly to the receiving door or floor of the 
consignee. 

(2) Because of the direct service without the intervening delay in 
wae empty cars and placing them for loading and sw ‘itching in 
and out of terminals, motor vehicle common carriers can render a 
much quicker service than the railroads. 

(3) The average truckload of a semitrailer motor vehicle common 
carrier is from 30, ,000 to 35,000 pounds per vehicle. ‘This enables the 
buyer—consignee—to carry a much smaller inv entory of stock mer- 
chandise. There are 20,000-pound truckload minimum weights on 
some commodities. U sually they are of light weight per cubic foot. 

The above favorable assets of the motor vehicle carrier have been 
instrumental in diverting increasingly larger quantities of the medium 
and higher rate paying freight to the motor vehicle carriers. This 
class of good-paying revenue freight is termed “manufactures and 
miscellaneous” by the Interstate Commerce Commission in its classi- 
fication of commodities shipped. 

The high-paying revenue of this class of traffic is readily shown 
when the return of $16.43 per revenue ton transported by motor vehicle 
common carriers is compared to the $7.11 per revenue ton transported 
by the railroads in 1958. 

Last year one of our most renowned economists testified before the 
Interstate Commerce Commission on the subject of “Guaranteed Rail- 
road Rates.” He referred to the continued loss of railroad tonnage 
by saying that while the railroad ton-miles had gone up only 17 
percent over the 10-year period, the output of all carriers had risen 
93 percent. The ton-mileage of nonregulated carriers had increased 
89 percent while that of regulated carriers, excluding railroads, had 
increased 98 percent. 
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The nonrail ton-miles had risen more than twice the physical output 
of the country and the revenues of regulated carriers other than rail 
had outpaced that of the railroads. 

He stated that the railroads had lost high-grade manufactures and 
miscellaneous products traffic three times as fast as they had lost 
products of agriculture and mining; that the manufactured products 
traffic had produced 6714 percent of the rails’ contribution to the 
transportation burden. (See account of testimony of Dr. Ford K. 
Edwards, Washington, D.C., transportation economist and consultant, 
in the Traffic World issue of June 6, 1959, p. 16.) 

The superior motor vehicle service such as speed in transit and 
lower truckload minimum weights than by rail warrants assessing 
higher rates, but instead of doing this, the motor vehicle common car- 
rier usually meets competition by assessing the same rate or in some 
cases a lower rate than the rail carriers charge. 

They have an envious advantage servicewise, and truckload quan- 
titywise desired by the consignee or buyer. He is increasingly de- 
manding motor vehicle common carrier service. He so often is not 
satisfied with another form of transportation. 

There is no criticism of the motor vehicle common carriers in my 
statements above. They exercise their inherent advantages to render 
a commandable transportation service the public seeks. 


IV. RAILROADS SERVING INDUSTRIES LOCATED THEREON 


The industries located on railroads manufacture finished products 
from inbound materials generally termed “raw or semifinished mate- 
rials” which are used in the manufacture of their finished products. 
These industries receive, use and ship the great volume of the Nation’s 
freight tonnage transported. 

The inbound raw materials are naturally of greater volume than the 
outbound finished product made therefrom because of loss in the 
manufacturing process. The finished product is of greater value per 
unit of sale. ‘This traffic can and does bear a higher rate or transpor- 
tation charge than the inbound raw materials. 

Usually the inbound commodities used in manufacturing load heavy 
per car and are of a comparatively low value because of their unmanu- 
factured nature. I have in mind such commodities as clay, ore, 
crushed rock, coal and coke and other crude or semifinished materials, 
generally termed inbound raw materials. The motor vehicle common 
carriers are usually little interested in this class of traffic. The rail- 
roads generally must transport it. 

The rates on such commodities, while higher than the minimum 
reasonable rates, are not as high as maximum reasonable rates. Such 
a level of rates is necessary to make the plants tick; that is, enable 
them to produce a finished product that can be shipped and sold in a 
common market in competition with the same or similarly used com- 
modities manufactured at a more favorable raw material or transpor- 
tation location. 

The transportation characteristics of these commodities and their 
use in manufacturing keeps them on the low side of the just and rea- 


sonable rate scale whether for short or long haul to support their 
normal use. 
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Let me give an example of two inbound commodities to a beet sugar 
factory. The principle involved is common to other manufacturer; 
for the various inbound commodities they use. 

The 12 Holly Sugar factories in the West will annually use 18,000 
tons of coke in the production of sugar. The coke generally origi- 
nates at coke plants immediately east of the Mississippi River from 
Duluth, Minn., to Birmingham, Ala. The rate from Milwaukee, St, 
Louis or Birmingham to those factories varies from $8 to $13.50 per 
ton. 

The 12 Holly Sugar factories will use annually 145,000 tons of lime- 
rock in manufacturing sugar. It is 440 miles from Arrowlime, Ney,, 
where limerock is quarried and shipped to Carlton, Calif., in the Im- 
perial Valley where Holly has a large sugar factory. This factory 
will use annually 22,000 tons of limerock. : 

The Dyer factory just south of Los Angeles, a distance of 360 miles 
from Arrowlime, will use 16,000 tons annually. The rate is $4.52 to 
Carlton and $4.12 to Dyer. Motor vehicle common carriers do not 
even solicit this inbound carload coke and limerock traffic; the rail- 
roads must transport it. 

But the railroads are denied the right under the presently ad- 
ministered Interstate Commerce Act to compete by motor vehicle for 
the finished products, such as sugar, dried beet pulp and molasses which 
are manufactured through the use of the two commodities. The cus- 
tomer or consignee so often demands motor vehicle common carrier 
service so the railroad serving the factory loses all of this traffic to 
such consignees. 


V. INDUSTRIES NOT SERVED BY RAIL CARRIERS 


The favorable transportation service rendered by motor vehicle com- 
mon carriers has caused users and distributors of manufactured prod- 
ucts to locate off railroad tracks and often outside the city limits for 
tax-saving purposes because they do not need to depend upon rail 
service. The motor vehicle service is adequate for their transportation 
requirements. 

The motor vehicle transportation service has become so efficient and 
valuable to industry that a number of large industries are building 
new plants which are only partially served by rail service. This, as 
I learned from investigation, is because: 

(1) It is often less costly to install facilities for receiving in- 
bound commodities which arrive by motor carrier than it is when 
the commodities arrive by rail; and 

(2) The motor vehicle carrier service is very dependable; con- 
sequently, the industry is permitted to buy in smaller quantities 
and carry less inventory. 

The onerous part is that many industries served by railroad indus- 
try tracks order many of their shipments to be transported by motor 
vehicle carriers. They do not like to unload rail cars because the fac- 
tory shipping or receiving situs is not available to direct rail service. 

The motor vehicles take the traffic from the situs where it is offered 
them in the industry’s factory or yard and deliver it to the receiving 
or shipping floor of an industry or elsewhere in the factory yard where 
the delivery of the traffic is desired, which often is not served directly 
by the factory railroad. The receivers or shippers often save addi- 
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tional handling costs that would occur by rail that do not occur when 
they use motor vehicle service. or 

In addition to the contrasting of the facility of motor service for 
pickup and delivery of freight traflic from and to a factory with the 
rigidity of the railroad location, the factory construction is such that 
it is often necessary to locate new factory shipping and receiving rooms 
or bulk and liquid storage facilities on the opposite side of the factory 
from the railroad. The rigidity of the railroad service throws the 
traffic to motor carriers without further ado. 

Even though the railroads may desire to meet such factory location 
disability competition that handicaps rail service, they are prohibited 
by law from constructing even at their own expense additional side- 
tracks or other terminal facilities on industry property for trans- 
ferring or unloading rail traffic at the consignee’s motor vehicle ship- 
ping or receiving points within the factory yard. 

This prohibition is in accordance with section 1(9) and section 6(7) 
of part I of the Interstate Commerce Act. (See 241 1.C.C, 53.) The 
rail carriers should have the right to operate competitive motor ve- 
hicle service so that they will be able to compete in kind where factory 
site rail disabilities exist that so enhance motor vehicle transportation 
service. 

VI. RAILROAD OPERATED MOTOR VEHICLES 


The Chicago, Burlington & Quincy Railroad serves two of Holly’s 
sugar factories at Worland, Wyo. and Hardin, Mont., along with 
several other sugar factories belonging to other sugar companies situ- 
ated on the railroad between Billings, Mont. and Grand Island, Nebr. 

The Denver & Rio Grande Western Railroad serves the Holly sugar 
factory at Delta, Colo., and several in Utah. These railroads have 
unrestricted grandfather rights to operate between most of the points 
on the railroads from end to end with a few exceptions. 

The truck service these two railroads offer is quite satisfactory. 
Their service is used by the sugar companies. Several other inde- 
pendently owned large motor vehicle common carriers operate in the 
same territory and from and to the same points. These motor ve- 
hicle common carriers are prosperous. They continually have ap- 
plications before the Commission for a large one to buy out a smaller 
one, et cetera. 

Only recently the Pacific Intermountain Express, one of the larger 
motor vehicle common carriers operating from the East to the Pacific 
coast and to principal intermediate points purchased, with ICC ap- 
proval, the Union Freightways. 

The Union Freightways and several other large motor vehicle com- 
mon carriers operate between the eastern face of the Rockies and the 
territory west of the eastern Illinois border and Lake Michigan. 
They enjoy an enviable business in transporting truckloads of sugar in 
bags eastbound, via highways alongside the C.B. & Q. from Colorado 
and Wyoming to Chicago, Ill. 

The Gallagher Freight Lines, recently purchased by Consolidated 
Freightways, parallels the Burlington Railroad in its operation and 
uses practically the same highways as does the Burlington Truck 
Lines, Inc., a motor vehicle common carrier—an affiliate of the 
C.B. & Q. Railroad Co.—from Billings, Mont. southeast to Denver. 
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The motor carrier service rendered by the Burlington Railroad 
affiliate, or that of Denver & Rio Grande Western Railroad, does not 
seem to have hindered the service of independently owned motor 
vehicle common carriers either in day-to-day service or in their ability 
to expand. 

These two railroad owned or affiliated motor vehicle common carriers 
are members of the Motor Carrier Freight Rate Bureaus in the terri- 
tory they serve and are parties to the. freight tariffs issued by the 
Motor Carrier Bureaus that publish local and joint rates for the ob- 
servance of all parties. 

Although the western trunkline railroads pioneered the rates and 
services necessary many years ago to foster the beet sugar industry, 
as well as other industries, in the Roc ky Mountain territory, and are 
trying to continue to do so, they now, by law, are prohibited from 
competing in kind with motor vehicle common carriers for part of 
this highly remunerative manufactured traffic, including sugar, which 
they are losing in increasing amounts. 

We hear much about the coordination of different forms of trans- 
portation. It is an excellent idea. In the act it states that coordina- 
tion may be carried out. But it is not required. The Commission has 
no authority to enforce it, involuntar ily. However, with the improve- 
ment of our highways and our motor services and so forth, and the 
continued increase in the spending for highw: ay s now, which Congress 
approved 2 years ago, the service of motor carriers is so great and 
the service being direct, that there is no room for coordination. 

It takes longer to get a car switched into the factory at Wyoming 
and switched out again than it does to load a truck and send the sugar 
to Omaha, Nebr., 500 miles away. There is no room for coordination 
there. Either the railroad has a truck that they can use to meet the 
customer’s demand, or they do not get the business, regardless of what 
they have done to produce the traftic by way of inbound rates. 

The customer is demanding more and more truck service. With the 
improvement of the highways, it naturally will increase. 


DIVIDING THE TRAFFIC 


The 1958 Congress experienced the same type of injury to the rail- 
roads as herein—that is, loss of traflic—which was evidenced by the 
Commission’s freight rate decisions that established rate relationships 
between some of the different forms of transportation that tended to 
divide the traffic and to disregard the inherent advantages of the 
competitors’ reasonable minimum rate levels. 

That quotation is from section 1 of the ICC Act. Apparently in 
the light of the M/cLean case quoted hereinabove, in 1958 Congress 
deemed it ANG y to amend the Interstate Commerce Act by adding 
section 15(a) (3), which made the reasonable minimum rate level the 
principal] lA, ick for fair or equitable competition between the 
different modes of transportation. This action by Congress had an 
almost unanimous support of the shipping public. 

The question before Congress now, as set forth in these bills, is 
whether the type of close supervision of the business operations and 
practices of motor vehicle carriers, rather than a reliance on the en- 
forcement of free competition should likewise be amended as it per- 
tains to railroads operating motor vehicle common carriers. 
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Professors holding positions of prominence and responsibility in 
transportation at universities, economists of experience and renown, 
and others with experience in current transportation problems, con- 
tinually complain that outdated transportation laws are eroding our 

railway system. They state that such outdated laws should be re- 
winded because they enhance the danger of Government-operated 
transportation. 

Someone said recently : 

As our economy and as the other forms of transportation helped by these 
restrictions grew to maturity, the balance of competitive opportunity has swung 
heavily in favor of railroad competitors. Thus, restrictions initially designed 
to create balanced conditions among various forms of transport now have the 
opposite effect of continuing and accelerating this competitive unbalance. There 
is no justification today for the continuance of this paradox of regulation. 

I submit to this committee the proposition that the part of section 
5(2)(b) as described in the two bills is one of the cadena laws that 
should be repealed. 

The present administration of the Interstate Commerce Act divides 
the available traffic that is transported by motor vehicle common 
carriers in only a small way between railroad-owned motor vehicle 
carriers and others by restricting the railroads in the use of their own 
common carrier motor vehicles to supplemental or auxiliary service, 
et cetera. 

The balance of the great volume of high-grade railroad industry 
traffic which the railroads generally are instrumental in helping create 
and which they have lost in such large quantities and are continuing 
to lose at an accelerated rate is not divided at all. The railroads are 
just denied the right to compete for it in kind with motor vehicle 
common carrier service the consignee demands. 


CONCLUSION 


The repeal of section 5(2)(b) of part I of the Interstate Com- 
merce Act and the addition to section 207(a) of part II of the Inter- 
state Commerce Act, the provision that a certificate shall not be 
denied because the applicant is a carrier other than a motor carrier 
as provided in H.R. 7960 and H.R. 9280, should be enacted into law 
so that in the aikusieiiahentiten of the Interstate Commerce Act the 
physical or operating competition between railroad-owned motor ve- 
hicle carriers and independently owned motor vehicle common car- 
riers will not be a basis for a finding that the railroad operation of 
a motor vehicle carrier unduly restrains competition unless restricted 
to supplemental or auxiliary service. 

The freight rate and service sections of the Interstate Commerce 
Act administered by the Interstate Commerce Commission requires 
that all freight rates, charges, and services shall be just and reason- 
able, nondiscriminatory, and not unduly preferential or prejudicial. 
Also the public convenience and necessity requirements of the act 
must be observed, all of which seems to be adequate to control com- 
petition between motor vehicle common carriers regardless of owner- 
ship. 

The railroads are now denied the privilege to operate motor vehicle 
carriers on highways that parallel the railroads and for which they 
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have contributed so much to build and maintain throughout the years 
by taxes. 

‘T he railroads should not be required in an application to the ICC 
to acquire a motor vehicle carrier under section 5(2)(b) or for a 
certificate under section 207(a) to own and operate motor vehicle 
carrier service— 

(1) between local points in switching districts on the railroad 
via public highway ; or: 

(2) between local points in switching districts on a railroad 
and local points in switching districts in joint-line service via 
public highway on connecting railroads, connecting either directly 
or in series to prove public convenience and necessity as now 
required. 

The right of the railroads to so own and operate motor vehicles 
between points on railroads should be granted as a matter of course, 

Under the proposed legislation, the railroads are still subject to 
sections 207(a) and 5(2)(b). This means that for the institution 
of any new motor carrier service, regardless of the points or areas 
involved, it must prove public convenience and necessity, and in order 
to purchase an existing motor carrier, regardless of the points or areas 
involved, it must show the transaction to be in the public interest. 

The enactment of bills H.R. 7960 and H.R. 9280 into law would 
be in the public interest, for it would promote the national trans- 
portation policy which requires a railroad transportation system ade- 
quate to meet the needs of commerce, the U.S. postal service, and the 
national defense. 

The military are already citing a shortage of freight cars and 
passenger equipment as a weakening of the military’s ability to carry 
out its obligations in case of a w arlike emergency. 

The financial condition of the railroads as a whole is not good.’ It 
has been necessary for the U.S. Government to establish a loan fund 
from which railroads can borrow at low rates of interest to purchase 
new equipment and for other purposes in the interest of keeping them 
in a desired state of efficiency. Obviously, the enactment of these 
bills will be in the public interest. 

Thank you. 

Mr. Frrevex. Mr. Jarman. 

Mr. Jarman. Mr. Siddons, in your opinion is there a real danger 
of monopoly in the legislative proposals that we are considering 

Mr. Sippons. I do not see how there could be; no, sir. 

Mr. Jarman. Why do you say you do not see how there could be? 

Mr. Sippons. The transport ation industries are regulated by the 
Interstate Commerce Commission as to rates, services, and charges, 
and that is the fundamental basis of competition. 

Mr. Jarman. You think the jurisdiction of the ICC would, in itself, 
be enough protection against monopolistic practices 

Mr. Sippons. Yes. Ido not see why it would not. 

Mr. Jarman. In your opinion, would the passage of the bills make 
for a more efficient transportation system for the public? 

Mr. Sippons. There is no question about it. And, further, the ship- 
per should be entitled to give his transportation to the railroad that 
serves his factory and have it delivered as the railroad can best do it. 

Mr. Jarman. Would it be a more economical system, in your opinion, 
or would there be any savings of money ? 
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Mr. Sippons. No; the rates would be the same. I do not see that 
there would be any savings ineconomy. But this is the point I stressed 
previously : The condition of the high efficiency of our motor carriers, 
our highways and so forth, is such that the customer is demanding 
motor carrier service. It is not a case of the railroads operating more 
efficiently. It is a case of them holding traffic that they are now losing 
by reason of the fact that they cannot compete in kind. It is traffic 
which they and their rates helped. 

I am worried that these factories are not going to be able to op- 
erate as they have done if the outbound commodity continually goes 
by motor carrier and the rates on the inbound commodities were made 
with the intention of the railroads handling some of it, or all of it, 
I would say, and which, of course, they will never do with the trucks 
in their efficient state. 

Mr. JARMAN. I have one more question. 

A good bit has been said about the need for more coordination be- 
tween the independent modes of service. Did I understand you to say 
a few moments ago that coordination of services is difficult and even 
impossible to achieve ? 

Mr. Swwvons. No. It isa great thing where it can be worked, where 
the two transportation forms are promoted. But where it is in con- 
flict, it is rather difficult. 

For example, taking sugar transported by motor carrier from the 
sugar factory to Chicago, because the customer demands it, he will 
an accept that service, there is no room for coordination on that. 
It has to go by truck, and it either goes by railroad truck or another 
common carrier truck. 

The railroads cannot compete in kind and they will never go by 
railroad truck because they have lost the traffic forever. That is in- 
creasingly the fact. As I give you from the figures, their tonnage is 
half of that of the railroads now, or a fourth. 

Mr. JarmMAN. In your own experience with your own company, how 
much progress have you seen in coordination between the independ- 
ently owned modes of transportation ? 

Mr. Siwwpons. There has been some in the traffic on freight cars, 
peer where the railroads do not operate their own trucklines, 
ike the C.B. & Q. under grandfather rights cooperating with a truck- 
line to bring the traffic to their TOFC terminal and, in some cases, 
deliver it to the otherend. I haveseen some of that. 

Mr. Jarman. That is all. 

Mr. Frrepev. Have you any questions, Mr. Springer? 

Mr. Sprincer. I have no questions. 

Mr. Frrepet. Thank you very much. 

The next witness is Mr. E. W. Bauman, managing director of the 
National Slag Association, Perpetual Building, Washington, D.C. 


STATEMENT OF E. W. BAUMAN, MANAGING DIRECTOR, NATIONAL 
SLAG ASSOCIATION 


Mr. Bauman. Mr. Chairman and members of the subcommittee, my 
name is E. W. Bauman and I am managing director of the National 
Slag Association, with headquarters at Washington, D.C. 

The National Slag Association, particularly its transportation com- 
mittee, is concerned with the development and maintenance of the 
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best systems of freight transportation that can be devised to serve 
the shippers of the country. 

Because of this concern for a strong, yet flexible, system of trans- 
portation, we favor the enactment of H.R. 7960, H.R. 7961, H.R. 

(962, H.R. 9279, H.R. 9280, and H.R. 9281, bills now pending before 
you that would have the effect of removing certain present artificial 
barriers to the use of one form of transportation by carriers of 
another form of transportation. 

More particularly, these bills would have the principal effect of 
allowing railroads greater freedom than they now have in the use of 
over-the-highway trucking service ; would allow railroads greater 
freedom than they now have in making use of water carriage; and 
would grant to all types of surface carriage greater opportunities to 
engage in transportation by air. We feel that these are worthwhile 
objectives. 

We believe that the time has come in our national transportation 
system when it is not only desirable, but almost essential, that there 
be much more coordination of use of ‘the several forms of transporta- 
tion than has ever been true in the past; and we believe that the only 
way such coordination may be assured i is by permitting the establish- 
ment of true “transportation companies.” 

We do not believe, of course, that anyone should have the unre- 
stricted and unregulated right to go into public transportation with- 
out demonstrating to the proper authority that the public convenience 
and necessity requires the issuance of an operating certificate. 

Neither, of course, do we believe that anyone should be permitted to 
acquire an existing transportation company and its certificate with- 
out demonstrating to the proper authority that it is in the public in- 
terest to permit the merger or consolidation of the two companies, 

The pending bills are entirely satisfactory in these two regards, 
and adequately protect the public interest in both regards. 

Under these bills a railroad could not, for example, simply buy up 
and begin to operate an existing trucking company without first. ob- 
taining permission from the Interstate Commerce Commission to do 
so. Neither could a railroad, for example, start an entirely new truck- 
ing operation without first applying for and obtaining from the Inter- 
state Commerce Commission a cerification of public convenience and 
necessity for the operation. 

Thus, if these bills are enacted, railroads, trucks, water carriers, 
and air carriers would all be ina position of equality with regard to 
the operation of any or all of the other forms of transportation. The 
public interest would continue to be protected by the requirement that 
permission always be sought and obtained from the regulatory agency 
concerned, but there would no longer be artificial standards and bar- 
riers a plicable in the case of one form of transportation and in- 
applicable in the case of some other form of transportation. 

Our principal interest in this matter, naturally, is twofold. In the 
first place, we want to see efficient tr ansportation, and it is only 
through coordination of various forms of transportation that ulti- 

mate efficiency can be accomplished. 

Secondly, we are interested in economical transportation and, again, 
it is only through the proper coordination of the several transport 
forms that ultimate economies may be realized. 
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Mr. Frieve.. Thank you very much, Mr. Bauman. 

Mr. Jarman ? 

Mr. JARMAN. I have no questions. 

Mr. Frieper. Mr. Springer? 

Mr. Sprincer. You are one gentleman I would like to compliment, 
who comes here and says in a few words all that can be said in 20 
pages. Brevity has a lot to do with expediting legislation before this 
committee. 

Mr. Bauman. Thank you 

Mr. Friever. The House will be going into session at 12 o’clock 
and I believe we will have an early vote. 

The subcommittee will stand in recess until 2 p.m. this afternoon. 

(Whereupon, at 11:45 a.m. the subcommittee recessed, to reconvene 
at 2 p.m. the same day.) 

AFTER RECESS 


The subcommittee reconvened at 2 p.m., Hon. John Bell Williams 
(chairman of the subcommittee) presiding. 

Mr. Witu1aMs. The subcommittee will come to order, please. 

The first witness this afternoon will be Mr. C. R. Potter, traffic 
manager, the Funkhouser Mills, Hagerstown, Md. 

Mr. Potter, you may proceed as you wish. 


STATEMENT OF C. R. POTTER, TRAFFIC MANAGER, FUNKHOUSER 
MILLS DIVISION, THE RUBEROID CO. 


Mr. Porrer. Mr. Chairman, my name is Charles R. Potter. I am 
employed as traffic manager by the Funkhouser Mills Division of the 
Ruberoid Co., and have been continuously employed as such by their 
predecessors, the Funkhouser Co., since January 1926. My presence 
is in the interest of the Funkhouser Mills. 

My appearance before your honorable body is to present my views 
on the topic designated “Transport Diversification,’ which as I un- 
derstand it is to give privilege for railroads to own and operate 
motor-, water-, and airlines. In other words, ownership by one car- 
rier of another, thus giving the same privilege to all. 

A brief look at the past and the 20-year spans in this 20th century 
brings to mind the enormous growth, expansion and improvements 
in both industry and transportation. This leads one to think we have 
reached a peak or necessary time to examine where we were, where we 
are, and where we are going, so as to keep the transportation picture 
as a whole in a sound state for the future. 

Transportation is a business of its own. Every type is dependent 
upon transporting a sufficient number of persons and/or property for 
profit. To doso, they must discard outmoded or unprofitable methods 
and maintain efficient, economical, modern facilities, ideas, and 
methods. 

This is no different than industry or any type of business who sup- 
plies them with the products or property for transportation. Indus- 
try, however, does have free enterprise to improve, expand, consoli- 
date, move outward to the more open spaces, and engage in diversi- 
fied lines to supply the wants, needs, or demands of the public. 
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Therefore, industry and transportation have common interests, or 
putting it another way, one is dependent upon the other. Since indus. 
try or business has progressed by consolidations, diversifications, mov- 
ing forward, expanding outward to new locations, it would, therefore, 
stand to reason that transportation in tailored form should follow 
the direction of the population and industry, because commerce js 
available only where it is offered. 

With the constant fast growth of the population, their proportion- 
ate demands, both here and abroad, for their requirements of materials 
and travel, certainly it seems some liberalization must be made to 
safeguard our future transportation economy and at the same time 
relatively strengthen our national defense. 

We have no financial interest in any type of transportation. We 
do, however, have unselfish concern for the preservation and improve- 
ment of their services to the public. To my reasoning, if we were 
privileged to offer on one shipping order to a transportation agency 
two or more types origin through to destination, and if they can pro- 
duce the required or necessary service at lower cost, I am for it, and 
Iam sure this goes for the public. 

During the very recent past, advances in modern packaging have 
played an important part in the transportation economy. These 
developments or improvements inure not only to the shipper’s and 
consignee’s benefit, leat also lend and blend into the economy and 
efficiency of all forms of transportation. It is also common knowl- 
edge in these modern times that the carriers are fast becoming the 
storeroom for goods between the producer and consumer. 

It, therefore, again appears on the horizon that in order to cope with 
the vast growth and expanding conditions of commerce that an ex- 
tended, variegated, or more flexible type of transportation is necessary 
to meet the demanding requirements of continued economical, depend- 
able, and reliable services. 

We have cause for concern of the railroads’ plight because we rely 
upon them for economical and dependable service and I am sure these 
may be the expressions of others, or else those who think along the 
same channel. Should the railroad trend continue downward, the 
only alternative is upward costs, thus affecting the economy 
accordingly. 

We employ transportation of all phases adaptable to our needs, 
though the preponderance is rail, which is because of the nature being 
raw, bulk, and heavy, yet our convictions and views toward such 
modifications are with no malice toward any particular mode of 
transportation. 

It is apparent that these bills may be the outgrowth of the Presi- 
dent’s views several years ago upon expressing that it was his belief 
than an overhaul of the regulations and controls on railroads should 
be made so as to give them an opportunity to prosper. 

It is my supposition he also had in mind the national security as 
well. As I further understand, only very recently one of our commis- 
sioners advocated the coordination and integration of the various 
types of transportation so as to improve and insure transportation 
services at the least cost. These, combined, lead to one and the same 
thing—diversification. 

In conclusion, it is our view that in order to further preserve and 
strengthen our economy in transportation for the future and insure 
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the greatest strength ever in our national safety, we must support 
the fundamentals of these involved bills which are before you for 
consideration. 

I have presented my honest and sincere views. Obviously I would 
be remiss to do otherwise, and may I thank you for the privilege of 
appearing before your honorable body. 

Mr. Wiu11amMs. Thank you very much, Mr. Potter. 

As I understand it, you approach it purely from a transportation- 
user standpoint. 

Mr. Porter. That is right. 

Mr. Wituiams. And it is your feeling that it would greatly aid 
the shipment of your products, your merchandise, your commodities, 
whatever the case may be, if it were possible for you to get end-to-end 
delivery by one concern, whether it be railroad, truck, or otherwise? 

Mr. Porrer. That is right. If I may inject, I have just one thought. 
We do have a situation where at one time our mill was located on the 
railroad. Due to the process of obtaining raw material, the mill was 
moved off the railroad. 

Of course, there is the situation where the railroad has no oppor- 
tunity to share in the transportation of that business, because it has 
to be trucked. 

As the gentleman from Colorado earlier today stated, it is a case 
where we always did ship that tonnage by rail, but here is a situation 
where it has gone the other way. We are rail-minded, and we do 
use all types of transportation. Our mills were generally built in the 
early 1800's, prior to the world wars, and some since, in remote places. 

We were compelled to use rail transportation. As I expressed in 
here, if the rail economy drops, our costs are going up. That is why 
we are concerned. 

Mr. Witi1ams. Thank you very much, Mr. Potter. 

Mr. Porrer. Thank you, Mr. Chairman. 

Mr. WititaMs. The next witness is Mr. C. M. Naylor, traffic man- 
ager of the Black & Decker Manufacturing Co., of Towson, Md. 

You may proceed, Mr. Naylor. 


STATEMENT OF CHARLES M. NAYLOR, TRAFFIC MANAGER, BLACK 
& DECKER MANUFACTURING CO., TOWSON, MD. 


Mr. Naytor. My name is Charles M. Naylor and I am traffic man- 
ager for the Black & Decker Manufacturing Co., Towson, Md. I 
have been employed by this company since 1922, being appointed 
traffic manager in 1935—a position I still hold. 

The Black & Decker Manufacturing Co. was organized in 1910 and 
manufactures a complete line of electric tools for industry, farm, 
home, and shop. Our headquarters, offices, and plant are at Towson, 
Baltimore County, Md. A newer and larger plant is at Hampstead, 
Carroll County, Md. 

Raw materials and components are received at both plants but the 
finished products are shipped from our Hampstead plant. We sell 
through authorized distributors and wholesalers and, to expedite de- 
livery of our products to customers, we operate our own warehouses 
at Kansas City, Mo., and Richmond, Calif. 

We also operate 49 factory service branches in major cities of the 
United States and must keep these supplied with replacement parts 
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for our products. A subsidiary acquired in 1959, Master Power Corp, 
manufactures a complete line of portable pneumatic tools in a plant 
at Bedford, Ohio, and distributes those to industrial customers jp 
all parts of the country and overseas. 

Actually, Black & Decker is a worldwide organization. Subsidiary 
companies operate plants in Canada, England, and Australia to 
manufacture Black & Decker electric tools and distribute these to 
world markets. Other subsidiaries operate sales and service facilities 
in Brazil, Belgium, Netherlands, Germany, Mexico, South Africa, 
and New Zealand. 

In our worldwide operations we use all forms of transportation to 
deliver our products to the user. My duties as traffic manager are to 
buy transportation service for the materials we purchase to build our 
products, and for distribution of the finished goods to our customers, 

I am grateful for this privilege to testify in favor of the bills be- 
fore you relative to transport diversification. First let me tell you 
these are my statements and are based on my own knowledge and 
experience in transportation, and are not to be considered as endors- 
ing one mode of transportation over another mode of transporta- 
tion. 

Over the wide area we operate, all forms of transportation are 
used to get our materials to the user as expeditiously and economical- 
ly as possible. Prompt delivery of our products in good condition 
helps build new business, and the shipper, carrier, and consumer all 
share in the benefits. 

We are proud of the transportation system we have had over the 
many years and are grateful to the foresight of our Representatives 
in Congress for having enacted laws for the building of a strong trans- 
portation system. ‘The growth of American transportation is a vision 
of splendid achievement come true, a triumph of ingenuity, hope, 
and imagination. 

We cannot afford now to risk having a breakdown in our trans- 
portation system by permitting undue regulations to continue that 
were necessary in the past to have effective controls, but are now 
retarding the progress of any mode of transportation in the present 
era or for the future. 

The transportation companies have one product to sell and that 
is service. We buy our transportation service with the same delibera- 
tion we use in purchasing materials. We use the mode of transporta- 
tion that is equipped with personnel and facilities to render the most 
direct, expedient and economic service available to get our products 
to the customer complete and in good condition. 

We are handicapped at times in obtaining the best type of de- 
livery service for our customers when located in suburban areas and 
small cities that are served by only one mode of transportation that 
restricts its service to a minimum weight per shipment or serves the 
community only on certain days of the week or at its convenience. 

We feel that the shipper or receiver, no matter how small he is or 
how infrequently he requires transportation, is entitled to receive 
transportation service without discrimination, 

I would like to see the transportation regulations changed so that 
the shippers might have a broader choice in the mode of transporta- 
tion or combined modes of transportation under single ownership 
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that could give them the best service consistent with the cost they 
have to pay. 

The wide acceptance of the piggyback service that has been ex- 
panded recently is indicative of what the shipper is in need of and 
will support. 

I am aware that the present regulations prevent one mode of 
transportation from engaging in the business of another competing 
form of transportation. It is encouraging to see that consideration 
is now being given in a democratic way to hear from all interested 
persons on the changes in the regulations that govern as proposed. 

I sincerely hope that spokesmen from all modes of transportation 
appearing before your committee will lay aside any selfish competi- 
tive views and give you their full support, cooperation, and benefit 
of their talents, experience, and own personal convictions. 

This would enable your committee to draft changes necessary in 
our laws to give us a transportation system capable of serving the 
economy of this country now, also be adequate for our national de- 
fense, and benefit all modes of transportation on an equal basis now 
and for the future. 

We firmly believe that, if the owner of one form of transportation 
were able to own and operate other forms of transportation, the 
shipper could arrange through one responsible agent to route his 
shipment from origin to destination under the supervision and sched- 
uling of the originating carrier. 

Full responsibility for the service expected to destination will be 
delegated to this office and would not be able to shift blame for non- 
performance to another type of transportation that participated in 
the through routing. This should result in less time required to 
arrange for the handling of shipments by the shipper, customer, and 
carrier—resulting in faster service when able to utilize one mode or 
a combination of modes of transportation. 

When any one carrier can only perform part of the job, he cannot 
apply or develop any “pride of accomplishment” in the whole job. 
He has no spur to improve his service and efficiency. 

Before any carrier would be permitted to extend his service into 
another transportation field, he should have to prove to the satisfac- 
tion of the regulatory authorities that the service is needed by public 
convenience and necessity, or is consistent with the public interest 
as the circumstances may require, and will not restrain competition. 

We feel that no form of transportation should be denied the right 
to engage in another form of transportation or be subjected to special 
standards of limitations or restrictions merely by reason of the cir- 
cumstances that it is a different form. 

We are interested in keeping our transportation system under pri- 
vate ownership and would like to see each mode of transportation 
have the same opportunity to apply the two incentives that make a 
private enterprise succeed, namely : 

(1) the reward for accomplishment; and 
(2) the penalty for failure. 

We would like to be able, in the future, to use the mode of trans- 
portation best suited to our requirements, whether it be rail, motor, 
air, water, or the combination of several of these, as required for best 
service, under a single ownership. 
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The transportation cost today is high and is an important part of 
the cost of doing business. Competition is keen and the consumers’ 
wishes as to price and service must be met. To do this we need help 
such as proposed in these bills before you. Somehow a way has to be 
found for the carriers to provide us with service to meet our require- 
ments and arrest the increase in rates that we have had in recent 
years. 

Good transportation makes for the free exchange of commodities; 
lowering living cost; better standards of living; wider knowledge; un- 
restricted possibilities of travel; and a better understanding of your 
neighbors and between people in general. As great as have been our 
transportation accomplishments in the past, it is safe to predict still 
greater accomplishments can be attained in the air, by water, by rail, 
and by motor vehicle. 

For these reasons, I am in favor of the principles embodied in the 
bills you are now evaluating, and thank you for allowing me the 
privilege of appearing before your committee. 

Mr. Witutams. Thank you very much, Mr. Naylor. 

Your statement did not make mention of some of the objections that 
have been raised to these bills, particularly in respect of railroad joint 
ownership of another mode of transportation. 

It has been stated before this committee that in the event these bills 
should become law, that the railroads, because of their tremendous 
advantage in obtaining finances, would be able to cannibalize the sur- 
face transportation industry and run the little fellows out of business, 

Would you like to comment on that ? 

Mr. Naytor. I feel that there is no fear in that direction at all, 
I have great confidence in the Interstate Commerce Commission and 
the provisions of the act and the Congress of the United States, that 
we would not be faced with a monopoly. 

I think, on the other hand, that the public has much to gain, to get 
the benefit of the talents that these carriers possess, and that they 
would be able to utilize their facilities to a much greater advantage, 
thus at least maintaining the present cost of rates that we have in 
effect today and heading off any further increases. 

I think the public has two things to gain: One is the improved 
service that is possible under consolidation of such services as would 
be brought out, and proper hearings had, if authorized, and the second 
thing is that the carriers would be able to find and produce more for 
the present cost of operations. 

Mr. Wiiu1ams. Thank you very much, sir. 

Mr. Naytor. Thank you. 

Mr. Witx1ams. The next witness is Mr. James Haley, of the Kop- 
pers Co., Pittsburgh, Pa. 


STATEMENT OF JAMES HALEY, VICE PRESIDENT OF TRAFFIC AND 
TRANSPORTATION, KOPPERS CO., PITTSBURGH, PA. 


Mr. Harey. My name is James F. Haley. I am vice president of 
traffic and transportation of Koppers Co., Inc., which has headquar- 
ters in Pittsburgh, Pa. I have been with them for 1314 years, and 
before that with the Government, with the Air Force, the Office of 
Defense Transportation, and in my ‘youth with the railroads. 
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Altogether I have given over two-thirds of my lifetime in the 
transportation business and the use of it. I appear here today as 
a user, and in support of the legislation. 

I am going to try to avoid going over ground already covered by 
other users who have been here today. I would like to say that we 
have 70 operating locations in the United States from Whittier, 
Alaska, in the Northwest to Gainesville, Fla., in the Southeast; from 
Nashua, N.H., in the Northeast to Wilmington, Calif., on the Pacific 
coast. , 

So we have a great interest in all forms of transportation and we 
use them all, and we have one in Grenada, Miss. 

Our freight bill for materials into our plants and jobs, and moving 
our products to our customers, runs about $50 million a year, so we 
do have an interest in getting the best service we can get which meets 
our requirements, that is economical as to a freight rate, and there is 
one more important point from our standpoint, and that is the cost 
of administration and supervision. 

We need, if we can get it, what I might describe as a universal 
carrier. Today most of the coordination, outside of the trailer on 
flatcar type of operation, is transfer from mode to mode under the 
supervision of a user or his agent. This costs time and money. 

As we see this proposed legislation, we would save some of this 
money and do a better job for our customers for less money. In 
today’s market, I think we have to. 

Another problem as I see it in the transportation industry is the 
inability to adapt to change. There are a lot of technological ad- 
vances that the agencies—and I say all of them—have not been able 
to adopt because perhaps of the national transportation policy, which 
seems to be operated—and I am not attacking this—in defense of 
the status quo. 

We need innovations. As a matter of fact, I think the managers 
of transporation modes ought to be entitled to manage and to even 
make their own mistakes. I have no fear that my company will be 
hurt. I think I would be willing to trust myself to the antitrust 
Jaws; with the Interstate Commerce Commission and the Interstate 
Commerce Act I know that we will be in business as long as we can 
satisfy our customers. 

That is the end of my formal statement. 

Mr. Wriu1ams. Thank you very much, Mr. Haley. 

Mr. Hater. Thank you, sir. 

Mr. Wiru1ams. The next witness is Mr. Farrell T. Wankier, Jr., 
assistant secretary of the National Wool Growers Association. 


STATEMENT OF FARRELL T. WANKIER, JR., ASSISTANT 
SECRETARY, NATIONAL WOOL GROWERS ASSOCIATION 


Mr. Wanxier. Mr. Chairman, my name is Farrell T. Wankier, Jr. 
IT am assistant secretary of the National Wool Growers Association, 
with headquarters in Salt Lake City, Utah. 

We are the oldest national livestock organization in the United 
States and for 94 years our association has been the recognized spokes- 
man for the farmers and ranchers of the Nation who grow wool and 


lambs. 
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Members of our organization feel very strongly that an adequate and 
efficient transportation system is vital to our country. We also fee] 
that there are a number of places where the shipping public would 
benefit from transport diversification. In the case of our sheep in. 
dustry, there are instances where a combined truck and rail movement 
is most advantageous. 

For example, in the State of Utah at the present time, livestock 
is trucked from Heber City in the Wasatch Mountains to Salt Lake 
City where it is transferred to the railroad for further movement. 

This is but one of many possibilities throughout the country for 
an advantageous combined truck and rail service. Under transport 
diversification, the railroads could handle the entire movement and 
through such one-package service render a more eflicient operation, 
This could eliminate some unnecessary duplication of service and 
result in faster, improved handling. 

As far as our industry is concerned, we feel that the Interstate 
Commerce Act and the Civil Aeronautics Act should be amended to 
remove present restrictions which prevent one form of transportation 
from engaging in another merely because it is a different form of 
transportation. 

These six bills under consideration here today, even with the re- 
moval of special restrictions, would require the railroads, like any 
other applicant, to prove to the satisfaction of the regulatory author- 
ities that their entry into another transportation field is required by 
public convenience and necessity or is consistent with the public 
interest. 

The Association of American Railroads in its publication “One 
Package Transportation” also made it clear that in the proposed leg- 
islation the railroads, like everyone else, in order to obtain permission 
from regulatory authorities to operate truck, barge, or air service, 
would have to show that the service they propose meets all require- 
ments now imposed in the public interest. 

We also feel it is extremely important that any such applications 
for transport diversification be granted by regulatory authorities only 
if proven to be in the public interest. It is our opinion that while the 
bills under consideration here today do permit transport diversifica- 
tion, they still require that any such diversification must be proven to 
be in the public interest. 

At our 95th annual convention held at San Antonio, Tex., January 
24-97, 1960, the National Wool Growers Association adopted Resolu- 
tion 58, which reads: 

We request that railroads be granted freedom to engage in all forms of trans- 
portation, whenever requested by the shippers, and wherever it is to the best 
interest of the public and railroads, and after application and a certificate of 
public necessity is obtained from the proper authorities. We further request that 
they be not denied such freedom merely because they are already engaged in 
transportation. ' 

We therefore endorse H.R. 7960, H.R. 7961, H.R. 7962, and H.R. 
9279, H.R. 9280, and H.R. 9281. 

Mr. Witu1aMs. Thank you, sir. : 

I notice in the resolution that was adopted by your association in 
1960, in Texas, you state you request that the railroads be granted 
freedom to engage in all forms of transportation, whenever requested 
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by the shippers and whenever it is to the best interest of the public 
and the railroads. s dined | 

Why would the words “and railroads” be included 2 

Mr. Wanker. Along that line our committee went over this very 
carefully at the convention in San Antonio. The use of the railroads— 
erhaps I cannot fully clarify the whole thing, but the thing back of 
it was that things that would improve transportation for the benefit of 
the producer or the benefit of other people which would not infringe 
on other people’s rights one way or another. 

In other words, we are trying to get the best service possible to all 
people. oe wiood 

Mr. Wiuuiams. Actually, isn’t it a fact that the words “best inter- 
ests of the public and the railroads,” the addition of the words “and 
the railroads” is really unnecessary ? 

Mr. Wankrer. That is right. 

Mr. Witi1ams. They would not make application unless they con- 
sidered 1é to be in their interests. 

Mr. Wanxkter. Yes, sir. 

Mr. Witu1aMs. Actually, the Commission is responsible, insofar as 
it can be, for looking after the interests of the public. 

Mr. Wanker. That is right. That is our feeling in back of this; 
that the Interstate Commerce Commission could watch very closely 
in giving applications and so forth out to various phases of trans- 
portation. 

Mr. Wiiu1aMs. Thank you, sir. 

Mr. Wanxter. Thank you. 

Mr. Wit11AMs. The next witness is Mr. Lyle Richeson, representing 
Westinghouse Corp. 

Is Mr. Richeson here? 

If not, that concludes the witness list that we have for today. 

However, I understand we have one other who is scheduled to testify 
tomorrow. If he would like to go ahead this afternoon, we will be 
glad to hear him. 

I understand he does wish to proceed. 

The next witness, therefore, will be Charles A. Washer, traffic man- 
ager, American Retail Federation. 


STATEMENT OF CHARLES A. WASHER, TRAFFIC MANAGER, 
AMERICAN RETAIL FEDERATION, WASHINGTON, D.C. 


Mr. Wasuer. Thank you, Mr. Chairman, for allowing me to ap- 
pear this afternoon, instead of tomorrow. 

In the interest of clarification in the first paragraph, I would like 
to change the last sentence to read: 


We support the legislation contained in these bills, provided certain restric- 
tions are added. 


I think the statement probably is one in support rather than one in 
opposition. That is at the end of the introductory paragraph on 
the first page. 

Mr. Witt1aMs. That will be so changed. 

Mr. Wasuer. Mr. Chairman, my name is Charles A. Washer, and 
I am traffic manager of ARF, with offices at 1145 19th Street NW., 
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Washington, D.C. I appear here today for the transportation com. 
mittee of the American Retail Federation. The federation is com. 
posed of 30 national and 38 statewide retail associations, representin 

through their combined membership, more than 800,000 retail outlets, 
A list of member organizations is attached. 


(Document referred to follows :) 


NATIONAL ASSOCIATIONS 


American Retail Coal Association 

Associated Retail Bakers of America 

Association of Family Apparel Stores, 
Ine. 

Institute of Distribution, Inc. 

Mail Order Association of America 

National Appliance & Radio-TV Deal- 
ers Association 

National Association of Chain Drug 
Stores 

National Association of House to House 
Installment Cos., Inc. 

National Association of Music Mer- 
chants, Inc. 

National Association of Retail Cloth- 
iers & Furnishers 

National Association of Retail Grocers 

National Association of Shoe Chain 
Stores 

National Council on Business Mail, Inc. 

National Foundation for Consumer 
Credit, Inc. 


National Industrial Stores Association 
National Luggage Dealers Association 
National Retail Farm Equipment Asgo 
ciation 
National Retail Furniture Association 
National Retail Hardware Association 
National Retail Merchants Association 
National Retail Tea & Coffee Mer. 
chants Association 
National Shoe Retailers Association 
National Sporting Goods Association 
National Tire Dealers & Retreaders 
Association, Inc. 


Retail Jewelers of America, Inc. 


Retail Paint & Wallpaper Distributors 
of America, Ine. 

Super Market Institute, Inc. 

Variety Stores Association, Inc, 

Women’s Apparel Chains Association, 
Ine. 


STATE ASSOCIATIONS 


Alabama Council of Retail Merchants, 
Ine. 

Arizona Federation of Retail Associa- 
tions 

Arkansas Council of Retail Merchants, 
Inc. 

California Retailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 

Georgia Mercantile Association 

Idaho Retailers Association, Inc. 

Illinois Retail Merchants Association 

Associated Retailers of Indiana, Inc. 

Iowa Retail Federation, Inc. 

Kentucky Merchants Association, Inc. 

Louisiana Retailers Association 

Maine Merchants Association, Inc. 

Maryland Council of Retail Merchants, 
Ine. 

Massachusetts Council of Retail Mer- 
chants 

Michigan Retailers Association 

Minnesota Retail Federation, Inc. 

Mississippi Retail Merchants Associa- 
tion 

Missouri Retailers Association 


Nebraska Federation of Retail Associa- 
tions, Inc. 

Nevada Retail Merchants Association 

Retail Merchants’ Association of New 
Jersey 

New York State Council of Retail Mer- 
chants, Inc. 

North Carolina Merchants Association, 
Ine. 

Ohio State Council of Retail Merchants 

Oklahoma Retail Merchants Associa- 
tion 

Oregon State Retailers’ Council 

Pennsylvania Retailers’ Association, 
Ine. 

Rhode Island Retail Association 

Retail Merchants Association of South 
Dakota 

Tennessee Retail Merchants Council 

Council of Texas Retailers’ Associa- 
tions 

Utah Council of Retailers 

Virginia Retail Merchants Association, 
Ine. 

Associated Retailers of Washington 

West Virginia Retailers Association, 
Ine. 


Mr. Wasuer. We support the legislation contained in these bills 
provided certain restrictions are added. 

I think it might be easier if the policy of this group is given to you 
first and thereafter point out the specific areas where the bills under 
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consideration fail to coincide with this policy. As a legislative rec- 
ommendation, the transportation committee of the American Retail 
Federation, after considering the problem at several meetings in 1959, 
on January 7, 1960, adopted (among other recommendations), the 
following : 

In order to provide a legislative program which will give railroad manage- 
ment the flexibility and freedom required to alter their freight operations readily 


in order to reduce operating costs, improve the efficiency of their operations, 
and eliminate the need for discontinuance of their services, we will initiate or 


Caer ieaneree to provide free substitution of motor for rail service to points 
which the railroads now serve and where such action would improve the 
service; and 

(b) Legislation which would permit dual ownership or integration which 
does not act as a restraint of competition. A merger, control, or ownership of 
different modes of transportation would be permitted if it does not restrain 
competition. This should be confined to operations where current authority 
exists without substantial extension of the controlling carriers’ operating rights 
and does not include freight forwarders’ control of underlying modes of trans- 
portation and does not restrict freedom to establish tariff provisions for joint 
rates or services. 

This policy is directed at several possible considerations. Para- 
graph (a) refers to the so-called substituted freight service whereby 
a railroad might choose to serve waystations along its right-of-way by 
the use of motortrucks instead of pedal cars. The efficiencies and 
economies of these operations occur because of the sparsity of traffic 
and are almost entirely conducted for less-carload Ticats as dis- 
tinguished from carload shipments. 

oday, rail lines must apply to the ICC for authority to conduct 
such motor carrier operations, usually with the support of shippers 
or receivers of freight along the route, and, with equal frequency, op- 
ed by the common motor carriers operating in the affected territory. 
he Commission authorization commonly contains keystone restric- 
tions of some type on the operations to be conducted. An example of 
such a restriction would be that the freight handled must have a 
rior or subsequent movement by rail service. The result of these 
imitations is that the fullest improvement in service or the greatest 
reductions in cost are prevented. The sense of this group’s recom- 
mendation is that freedom to engage in such motor operations should 
be granted the railroads to, from, and between stations which the 
railroad now maintains. 

Paragraph (6) of the policy refers, in the first sentence, to con- 
solidations of two or more carriers of the same type. Recent rail 
mergers would be given approval provided the result is not a restraint 
of competition. Whether any proposed merger of carriers of the same 
mode of transportation wou Ava approved would depend on the spe- 
cific carriers involved. 

The remaining portion of paragraph (b) more specifically refers 
to the subject matter of the bills before you—the control exercised by 
carriers over different modes of transportation. Under our policy, 
this would be permitted, subject to certain restrictions, provided it did 
not restrain competition. It is my personal belief that the extent of 
the restraint must be considered for it can be truthfully said that any 
merger or control would, in some manner and however insignificant, 
restrain competition. Therefore, it is my further belief that the ad- 
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dition of modifying language so as to read, for example, “it did not 
unduly restrain” would be acceptable to this group. 

The restrictions or limitations on this extended authority to raj] 
carriers are, however, not to be subjected to significant modification, 
The concensus of this transportation group is that the right to engage 
in operations of another type should not be extended to the country 
as a whole. For example, the New York Central Railroad should not 
be permitted to engage in water operations to Texas, in air operations 
= the west coast, or in motortruck operations to all of the Southern 

tates. 

Yet, on the other hand, it is not intended to restrict the freedom in 
operations, as in the case of substituted freight service, to existing 
freight stations on the railroad. In fact, due to the commercial zones 
exemptions and the terminal areas in which pickup and delivery sery- 
ice may be provided, the railroads presently serve points at which no 
stations are located. It is sincerely felt that the exact description of 
the permissible territory is hard to define other than as in the policy 
statement which uses the words “without substantial extension” of 
operating rights. It is relatively easy to condemn the extremes but 
difficult to define the exact maximum. It would be necessary to have 
the expert judgment of the Interstate Commerce Commission to con- 
sider each application on its merits. 

The second exception to the full grant of this added power to the 
railroads is perhaps easier to explain. A surface freight forwarder 
has been defined by the Congress (Interstate Commerce Act, sec. 420 
(a) (5)) as one who “holds itself out to the general public as a com- 
mon carrier.” Despite this definition, and because of the anomalous 
character of a freight forwarder, the forwarder, among traffic groups, 
is not thought of as a basic carrier. There is, therefore, complete 
opposition to the granting of any authority to a freight forwarder, 
whether on the surface or in the air, to control any underlying carrier. 

At this point, it might be well to point out that in recent years the 
right of railroads to obtain control of a freight forwarder was made 
easier than for other individuals. This was contained in the Inter- 
state Commerce Act, section 410(d) whereby applications, except those 
by railroads, can be denied solely because of competition with other 
freight forwarders. 

There is no objection to the control by any part I, IT, or III carrier 
of freight forwarder operations as presently permitted in the In- 
terstate Commerce Act but definite and real opposition to the reverse 
situation. 

The final restriction is to point out that the establishment of joint 
rates and service by two carriers of different modes is not. subject to 
objections, for, in fact, this is encouraged generally by shippers. There 
is the possibility of some question of control entering into such ar- 
rangements through disparity of the economic strength of the two 
types of the involved carriers. However, these arrangements are al- 
ways permissive in nature and the operation of any such control can 
be speedily nullified. 

As to the specific bills before you—how do they compare with the 
policy outlined above and why are they subject to objection ? 
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H.R. 7960-H.R. 9280: The present requirements as to securing 
operating authority to engage In motor carrier service are more 
stringent when the applicant is a railroad. This would be eliminated 
and rail applicants would establish public convenience and necessity 
for obtaining the authority. } 

This does not specifically cover the situation of a freight forwarder 
seeking control of a motor carrier. To avoid the amendments having 
any implication of permitting such a combination, it is suggested that 
H.R. 7060, page 2, lines 6 and 7 (H.R, 9280, page 2, lines 2 and 3) be 
expanded to read: 
that the applicant for such a certificate is a rail, water, or air carrier other than 
a motor carrier. 

There is no restriction mentioned as to any consideration to be given 
to the competitive effect. Granted that the ICC would undoubtedly 
give this factor considerable weight in the determination of “public 
convenience and necessity,” it might be well to make reference to the 
intention of the Congress in the amendment or, at least, in the report 
on the bill. This, it is suggested, could be accomplished by adding 
wording (H.R. 7960, page 2, lines 14 et seq., and H.R. 9280, page 2, 
line 10) substantially as follows: 

Provided, however, That the Commission shall not approve any such applica- 
tion unless it finds that it will not unduly restrain competition. 


Lastly, the suggested revisions contain no geographical or terri- 
torial limitations. In fact, the added language would possibly pro- 
hibit the ICC from placing any restriction in a certificate. It is be- 
lieved that the territory to be served is a valid and needed element of 
the certificate to be granted a rail carrier and this can be provided for 
by changing H.R. 7960, page 2, line 5 (H.R. 9280, p. 2, line 1) to read: 


or operations to be conducted, except as to the points, areas, or territories to be 
served, shall be attached to any (certificate: 


H.R. 7961—H.R. 9279: Objections similar to those indicated above 
as to motor carriage apply to the granting of authorities to engage in 
air operations. The proposed new section 417 should thus read: 


In any proceeding under this title no special or different standards, require- 
ments, or burden of proof shall be applied, and no terms, conditions, or limita- 
tions, except as to the points, areas, or territories to be served, shall be attached 
or prescribed merely by reason of the fact that a person affected by such pro- 
ceeding, whether as an applicant or otherwise, is a rail, water, or motor carrier 
other than air carrier, or a person controlled by a carrier other than an air carrier 
or affiliated therewith, within the meaning of section 5(6) of the Interstate 
Commerce Act: provided, however, That the Board shall not approve any appli- 
cation unless it finds that it will not unduly restrain competition. 


H.R. 7962-H.R. 9281: The proposed relaxation of the requirements 
for obtaining authority to engage in water carrier operations other 
than through the Panama Canal are also subject to the same objections 
as in the case of motor carrier and air operations, and it is believed 
that this can be corrected by the introduction of similar changes in 
the proposed addition to section 309(c) of the Interstate Commerce 


Act. 
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Conclusion. There appears to be considerable merit to the suggested 
revision of the transportation laws relating to the control of carriers, 
Historically, the incorporation of restrictions or limitations has been 
confined to those dealing with the railroads and not in the opposite 
direction. The sense of the Transportation Committee of the Ameri- 
can Retail Federation is to the effect that the railroads should be more 
readily enabled to utilize other forms of freight carriage in order to 
provide a better and more economical freight transportation service 
to the public and on more equal terms with others. 

However, this should be confined to the customers and areas which 
the rail carriers presently serve and should not be permitted to be used 
as an instrumentality through which the competing forms or modes 
of transportation could be destroyed. 

It is hoped that these opinions and suggestions of the federation 
will be helpful. Thank you for the privilege of appearing before you, 

Mr, Wiiurams. Mr. Washer, I thank you again for your statement 
to the committee. You have certainly given us food for thought in 
the suggested amendments that you have proposed. 

Mr. Wasuer. Thank you. 

Mr. Witutams. The committee will certainly give executive con- 
sideration to these amendments, as they appear to me to have a great 
deal of merit. 

Briefly, and concisely, do I understand that the basic position that 
you have taken is that one mode of transportation should be given 
limited permission to engage in transportation in another mode of 
transportation so long as it complements the principal mode in which 
this group is interested ? 

Mr. Wasuer. Yes; that is essentially it. There is no reason to 
grant widespread authority for any one railroad to start all over the 
country in motor carrier, air, or other type operations. It should be 
interested in serving the customers and areas to which it is confined 
today, but they should be able to do it with every type of transporta- 
tion. 

Mr. Wiiu1aMs. In other words, in the event of the Illinois Central 
Railroad wanting to purchase a barge line going down the Mississippi, 
it should be required to show that that complements the rail service 
and does not actively place them in competition with other barge serv- 
ice; is that your feeling ? 

Mr. Wasuer. Yes; I would think so. Their present proposal to 
buy the Hay Line would probably be proper, because that territory 
has been served by the Illinois Central Railroad for years. However, 
if they wanted to buy a barge line operating on the Missouri River 
in an area which the [linois Central did not serve, or perhaps up the 
Ohio River, as far as Pittsburgh, that would be a different matter. 

Similarly, if they wanted to have an interest in Delta Air Lines, or 
an operation similar to that, that would be one thing, but certainly 
not the Northwest Airlines or the Pacific Northwest Airlines. 

Mr. Witu1ams. Thank you, Mr. Washer. 

Is there anyone else present who is scheduled to testify tomorrow, 
who would like to present his testimony now ? 

I understand there is another gentleman. 
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STATEMENT OF EDWARD J. O'DONNELL, VICE PRESIDENT, 
NATIONAL MARINE SERVICE, INC., NEW YORK 


Mr. O’Donnett. I am Edward O’Donnell with National Marine 
Service Corp. 

Mr. Wiiu1aMs. You may proceed, Mr. O*Donnell. 

Mr. O’Donnett. My name is Edward J. O'Donnell. I am vice 
president of National Marine Service, Inc., New York, an unregu- 
lated carrier of waterborne commerce operating on the Mississippi 
River, Great Lakes, east coast and Gulf Intracoastal Waterway. 
I appear today in opposition to H.R. 7962 and H.R. 9281. 

The shallow draft water carrier industry, nurtured under a broad 

olicy of water resource development in which many millions have 

en invested by both our Government and individual inland marine 
operators, has grown to the point of carrying 8.6 percent of the total 
intercity freight in 1958. 

Consisting of some 1,700 companies, most of them small concerns 
and a majority of them for-hire carriers, the industry is basically 
small business. Despite its small share of the total transportation 
volume, it nevertheless has a profound influence on transportation 
cost within its effective area. The importance of the efficiency of 
inland water transportation is probably in no way better illustrated 
than by the number of industrial plants which have been moving to 
waterside locations. In other years 3,200 new plants of all types 
have been constructed along navigable waterways. The advantage 
of low-cost water transportation played an important role in the 
decisions to locate those facilities. 

After many years of encouragement and investment on the part 
of the Federal Government in order to impart to the consuming 
public the most transportation for their dollar, you are considering 
bills entertaining nullification of the benefits long planned and gained 
with considerable effort. 

The railroad industry’s share of total intercity freight in 1958 
was 46.4 percent. The difference between this and the 8.6 percent 
shallow draft water share must be qualified by considering that the 
average barge rate of regulated water carriers in 1957 was 4 mills 
per ton-mile. This compares with an average rail rate of 14.5 mills 
per ton-mile. Unregulated average water rates, if known, would 
undoubtedly have the effect of reducing considerably the 4 mill per 
ton-mile average water rate. Hence the rail revenue ratio exceeds 20 
to 1. 

In any event, the 46.4 percent does represent to the railroad a long 
term decrease of share of the total market but a ton-mile decrease 
only for the previous 2 years. Prior to 1956 railroad ton-mile volume 
increased steadily from about 380 billion in 1940 to 650 billion in 
1956. There are normally periods of growth, plateau, and decline 
in the cycle of any industry. The serious concern created by the 
decline segment is understandable and it was in quick response to 
this trend that Congress by the Transportation Act of 1958 gave 
considerable relief—an overabundance we feel, with respect to liberali- 
zation of the rule’of ratemaking. The pendulum would indeed swing 
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mighty far if this year they are given license to subvert their water 
competition by buying them out. 

There is little doubt in the minds of waterway operators that if 
we are stripped of the protection afforded by present law our industry 
will be quickly gobbled up by the railroads. There is presently 
before the Interstate Commerce Commission a petition by two rail- 
roads to purchase the stock of one of the large common carriers on 
the Mississippi River system. There are rumors of other offers to 
carriers by other railroads. If these inroads into the inland water 
business are permitted, the doom of competition from water carriers 
will be sealed. There is certainly no financial impediment to rapid 
absorption. At the end of 1957, the total capital and surplus of the 
25 regulated carriers on the Mississippi River and tributaries wag 
$84 million. 

As of the same date, the total capital and surplus of seven railroads 
serving the area was $1,600 million. The net income after taxes of 
these seven railroads was $71 million. It is apparent that competi- 
tion could be throttled at a relatively low cost. And there is no illu- 
sion on the part of anyone in our industry that elimination of competi- 
tion is not the main purpose of these proposals. The ruthlessness 
with which rates have been slashed in many recent instances on care- 
fully selected items substantiates this fear. Rate reductions up to 50 
percent have been put into effect. It seems plausible to assume that 
either the original rates were unreasonably high, or the new rates are 
below cost. 

We do not for a moment feel that greater efficiency for the benefit 
of the shipping public is the motivating force. If it were, certainly 
some manifestation of the objective would have emerged from the 
efforts of the many previous legislative bodies who labored to encour- 
age cooperation among different modes of transportation by recom- 
mending the joining of facilities where practical and establishin 
joint rates. But this has been spurned by the railroads as illustrated 
in recent hearings before the Interstate Commerce Commission in con- 
nection with the petition I referred to before. 

It would also be idle to believe that an industry which admits to 
losing up to $500 million per year in featherbedding, almost twice the 
total operating revenue of the 118 regulated water carriers and 30 
times the net income after taxes of those same carriers, would be in 
position to further improve an already efficient competitive mode. 

The objective is just as clear today as it has been historically—as it 
was when the Panama Canal Act was introduced in 1921 and the 
Committee of the Whole had this to say about it: 

The proper function of a railroad corporation is to operate trains on its 
tracks, not to occupy the waters with ships in mock competition with itself, 
which in reality operate to the extinction of all genuine competition. 

The fundamental problem posed by these bills is really the one 
which regulation and restriction was designed to cure. ‘The question 
of monopoly in the relationship between buyer and seller. A monopo- 
listic relationship is inherent when a seller approaches exclusive con- 
trol over some of the facilities upon which a buyer depends for his 
economic health or survival. This can be brought about in several 
ways: by ownership, by franchise and, temporarily, even by an upset 
which suppresses the free market. 
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In the case of railroads, monopoly is inherent because their rights- 
of-way are available to no competitor. It is this advantage which 
makes it possible to base rates on whatever the traffic will bear rather 
than on cost. In many cases there is no competition from the same 
mode. Then, if another mode is not competitive rates in the area 
will be high; if another mode could be competitive rates will be 
slashed and losses balanced against the high rate area. 

The idea of preserving the inherent advantage of each mode of 
transportation is a sound policy but one which has been stated for 
the first time only a few years ago. Yet, one of the inherent advan- 
tages of the railroad is monopoly of its rights-of-way reserved for 
its exclusive use. The abuses of the public interest made possible by 
this inherent advantage are the basic reasons for the efforts of Con- 
gress to regulate transportation through repeated legislative steps 
since 1887. One of these abuses is deprivation of the public of the 
effective use of public rights-of-way through the establishment of 
mock competition under railroad control on the public rights-of-way. 
This abuse was cured by the Panama Canal Act of 1912. 

The relationship between the shipper and the carrier operating on 
publicly owned rights-of-way is inherently quite different. Under 
this operation the shipper may freely choose among carriers in com- 
petition in the same mode or other modes, if available. 

Monopoly under this system is approached only when encouraged 
by Government franchise or regulation always at the risk prevalent 
when tampering with the free market: that the proficient may be 
subjugated by the politically astute. In the absence of such artificial 
monopoly, the laws of supply and demand are just as effective in 
protecting the public interest as the service available to housewives 
in shopping for groceries. It is by the action of vigorous competition 
that the lower costs are reflected in the rates paid by the shipping 

ublic. Any influence which restricts competition tends to reduce the 

enefit to which the public is entitled. Accordingly, the public inter- 
est is best served by a minimum of regulatory restraint among carriers 
using public rights-of-way. 

We believe that public interest is best served by maintaining the 
public rights-of-way with minimum regulation free from intrusion 
by the owners of private rights-of-way who must be regulated because 
of their inherent advantage. 

We fear the end result of permitting entry would be domination 
and monopoly imposed upon the financially weaker mode. This may 
be brought about by a combination of acquisition and rate manipula- 
tion, the control of which would be difficult. This may be what Pres- 
ident Taft had in mind when in his memorandum regarding the 
Panama Canal Act he said: 


Conference with the Interstate Commerce Commission, however, satisfied me 
that such control would not be as effective as this restriction. 


Existing law permits common ownership among the various modes 
of transportation, provided no reduction in competition will result. 
Any softening of such language could have no purpose but to 
strengthen the inherent monopoly of privately owned rights-of-way 
and to prostitute the public rights-of-way for the benefit of railroads. 

Mr. Witt1aMs. Does that complete your statement ? 
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Mr. O’DonneELL. Yes, sir. 

Mr. Wiuu1aMs. Thank you very much. 

The next witness will be Mr. Chapman. 

Mr. Cuapman. Mr. Williams, I do not have my statement here 
with me. I was not scheduled to go on until tomorrow morning, 
I have asked for a rough draft to be brought over for me to read, 
but the copies would not be prepared until tomorrow morning. 

Mr. Wiutrams. Let us see if we have anyone else present. 

Is there anyone else scheduled to testify tomorrow or Friday who 
is prepared to testify at this time? . 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 3:24 p.m., the subcommittee was recessed, to re- 
convene at 10 a.m. Thursday, April 14, 1960.) 
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THURSDAY, APRIL 14, 1960 


Houser or REPRESENTATIVES, 
SuBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 1334, 
House Office Building, Hon. John Jarman presiding. 

Mr. Jarman. The subcommittee will come to order and continue 
its hearings on the transportation diversification bills. 

Our first witness this morning is Mr. G. H. Chapman, vice presi- 
dent of the Upper Mississippi Towing Corp., Minneapolis, Minn. 

You may proceed, Mr. Chapman. 


STATEMENT OF GALE H. CHAPMAN, VICE PRESIDENT, OPERATIONS, 
UPPER MISSISSIPPI TOWING CORP. 


Mr. Cuapman. My name is Gale H. Chapman. Iam vice president 
of the Upper Mississippi Towing Corp., in charge of operations. I 
have been with the company since 1943. Our offices are located at 
3033 Excelsior Boulevard, Minneapolis, Minn. 

I am appearing here today in opposition to H.R. 7962 and H.R. 
9281, bills which would repeal existing regulatory standards against 
unrestricted railroad entry into water carrier operations. 

As the subcommittee knows, presently railroads are prohibited 
under provisions of the Panama Canal Act, incorporated in part I, 
section 5(14) of the Interstate Commerce Act, from being allowed to: 
-* * * own, lease, operate, control, or have any interest whatsoever (by stock 
ownership or otherwise, either directly, indirectly, through any holding company, 
or by stockholders or directors in common, or in any other manner) in any 
common carrier by water operated through the Panama Canal or elsewhere with 
which such carrier aforesaid does or may compete for traffic or any vessel carry- 
ing freight or passengers upon said water route or elsewhere with which said 
railroad or other carrier aforesaid does or may compete for traffic; and in ease 


of the violation of this provision each day in which such violation continues shall 
be deemed a separate offense. 


Subsequently, section 5(16) of the act provides that the Interstate 
Commerce Commission shall have authority : 


* * * after hearing, by order to authorize such [railroad] carrier to own or 
acquire ownership of, to lease or operate, to have or acquire control of, or to 
have or acquire an interest in, a common carrier by water or vessel, not operated 
through the Panama Canal, with which the applicant does or may compete for 
traffic, if the Commission shall find that the continuance or acquisition of such 
Ownership, lease, operation, control, or interest will not prevent such common 
carrier by water or vessel from being operated in the interest of the public and 
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with advantage to the convenience and commerce of the people, and that it wi 
not exclude, prevent, or reduce competition on the route by water under con- 
sideration * * *. 

The italic in these quotes is my own. 

The railroads, by requesting passage of the legislation under con- 
sideration by this committee, are asking Congress to remove those safe- 
guards which require that a end. before it may own a water 
carrier, must first prove that such ownership is necessary in the public 
interest, and give assurances that competition will not be prevented or 
reduced. 

In other words, the railroads are asking Congress for legal sanction 
to set up a transportation monopoly, which we still believe is not in 
the public interest. All of the built-in standards to protect the public 
interest would be removed by passage of these bills. 

These bills would repeal the proviso in section 5(14) which pro- 
hibits railroad ownership of domestic water carriers other than those 
which operate through the Panama Canal by deleting the words “or 
elsewhere” which appear in section 5(14) of the act. 

This legislation further would repeal the showings required under 
section 5(16) of public convenience and necessity and the continuation 
of competition on the route, which we believe is contrary to the public 
interest. 

My company, Upper Mississippi Towing Corp., is a member of the 
American Waterways Operators, Inc., the nationwide shallow-draft 
water carrier association. This association represents the inland 
water carriers serving the public over rivers and canals, harbors and 
sounds whose further service to the public, we believe, would be stifled, 
if not terminated, by passage of these measures. 

The board of directors of the American Waterways Operators, Inc., 
following the introduction of these bills last year, adopted a formal 
policy opposing any relaxation of existing restraints against common 
ownership of different modes of transportation. 

My company supports that position of the American Waterways 
Operators, Inc. 

My own company, Upper Mississippi Towing Corp., started in busi- 
ness in 1935 as a contract water carrier in bulk commodities over in- 
landchannels. We have been in continuous operation ever since. Our 
scope of operations extends from Brownsville, Tex., to Tampa, Fla., 
on the gulf coast. We operate over the Mississippi River system from 
New Orleans to Minneapolis, and on the Illinois Waterway to 
Chicago. 

We also operate on the Ohio River to Pittsburgh, and on the Al- 
legheny, Monongahela, and White Rivers. Our company also oper- 
ates on the Cumberland and Tennessee Rivers and on Kanawha River. 
The Upper Mississippi Towing Corp. also operates on the Missouri 
River from its confluence with the Mississippi River to Omaha, Nebr. 

Over these inland channels our company’s towboats push liquid and 
dry cargo barges transporting petroleum, grains, fertilizers, iron ore, 
molasses, petrochemicals, bauxite, sulfur, fluorspar, salt, soybean and 
linseed oils, and many other bulk commodities. 

In 1912 when the House and Senate were considering the Panama 
Canal Act, the records tell us of the concern of President Taft that 
railroads could or would, because of their financial strength, go into 
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ownership and operation of water transportation equipment to force 
independent water carriers out of existence, contrary to the public 
interest. : : 

This opinion of President Taft and many other of our country’s 
leaders was based on experience in the late 1800’s and early 1900’s 
when the railroads were permitted to operate Great Lakes ships and 
river boats. After a few years of this initial experience with com- 
mon ownership, the domestic water carriers were forced off the rivers 
and out of the lakes. 

Hence, the Panama Canal Act embodying the controls over common 
ownership of rail and water transportation facilities was passed and 
has stood the test of time for 48 years. 

In reporting out the bill which became the Panama Canal Act, the 
committee included in its statement the following remarks: 

The apprehension of railroad-owned vessels driving competition from the canal 
may or may not be exaggerated, but it is certain that the evil, which is only 
anticipated there, already exists in the coastwise trade on both coasts, as well 
as on our lakes and rivers. The evil is prevalent, recognized, and complained of. 

The proper function of a railroad corporation is to operate trains on its tracks, 
not to occupy the waters with ships in mock competition with itself, which in 
reality operate to the extinction of all genuine competition. 

In answering demands for the exclusion of railroad-owned ships from the 
eanal, which in this bill or any other would simply amount to an amendment of 
the act to regulate commerce, the committee thinks it wise, just, and opportune 
to broaden the amendment so as to serve the higher, wider, more pressing, and 
more necessary purpose of excluding the railroads from operating vessels in 
competition with their tracks anywhere in the coastwise trade general or on the 
lakes and rivers— 

Again, the emphasis is mine. This fact was emphasized during the 
hearings on the legislation which became the Panama Canal Act of 
1912 to which we referred earlier. The chairman of the House com- 
mittee stated : 

The reasons for that proviso (barring railroad ownership of vessels) arose 
out of the sentiment that was engendered by the railroads in freezing out the 
water lines on the rivers, or on the rivers paralleling the railroads. In many 
instances they put steamboats on the rivers and put the rates down so low as 
to kill the other steamboat lines, and then took off their own steamboat facili- 
ties and held a monopoly of the transportation— 

History has also shown that transportation by water has been the 
lowest cost form of transportation, particularly of bulk commodities, 
but is limited in its service to ports along the water routes. Because 
of this geographical limitation, rails have adjusted their rates down- 
ward at river destinations and continued rates at higher levels to 
points not located on water. These rail rates are commonly referred 
to as “water-compelled rates.” 

Here are some graphic illustrations of “water-compelled rates.” 
In 1948, the first barge load of molasses was brought into Minneapolis 
from New Orleans by water at a rate of $7 per net ton, as compared 
with a rail rate of $17.20 per net ton. The present rail rate is $13.80. 

Soybean oil started moving by barge from the Twin Cities to New 
Orleans in 1956, The rail rate from Minneapolis to New Orleans prior 
to February 1957 was $24.80 per net ton; the present rail rate is $13.60 
‘per net ton. The soybean oil rail rate from Minneapolis to St. Louis 
prior to Noveniber 1957 was $17.20 per net ton; the present’ rate is 

hn 
$6.10 per net ton. 
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The rail rate on corn, oats, and soybeans from La Salle, I1., to Chi- 
cago prior to December 1955 was $4.40 per net ton; the present rai] 
rate is $2.70 per net ton; prior to 1955 from Ottawa, IIl., to Chicago, 
$3.60 per net ton, present rate $2.70 per net ton; prior to November 
1959 from Havana, IIl., to New Orleans $7.40 per net ton; present raj] 
rate $6.40 per net ton. 

Grain rates by rail have been reduced over the years to points on the 
inland waterways as well as Great Lakes points, while rail grain rates 
to interior points not served by water have been increased over the 
years. 

A study of “water-compelled rates” put into effect by the railroads 
covering a multitude of different commodities would show a similar 
pattern. We believe rail rates have been reduced to near or below the 
railroad’s cost where water competition exists, while rates to other 
points which do not have access to water transportation have steadily 
increased. 

Like any other business, the shallow-draft water carrier industry 
has seen its operating costs increase steadily each year, but its rates 
have remained at the same level or have been reduced because of im- 
proved operating techniques and streamlined services. I am quite 
sure that railroads have had many increases in their operating costs 
over the same period, but wherever competition exists—and only 
there—rail rates have decreased. , 

During the past decade railroads have asked for and received 
numerous blanket rate increases because of their rising costs to land- 
locked termination points. At the same time the rails have asked for 
and received lower or special rates to points served by barge. 

If railroads were allowed to own inland water carriers, a monopoly 
would not only result, but rates would increase; and one other final 
harm would also result—the defense of our Nation would be seriously 
impaired. 

The independent barge operator demonstrated performance in serv- 
ing the Nation in World War II by transporting millions of tons of 
essential commodities that could not have been moved by the already 
overtaxed domestic transportation facilities in this country. If the 
Congress permits railroads unrestricted entry into inland water trans- 
portation, independent barge operators would be driven from the 
rivers and canals. Existing water facilities would also be left to 
deteriorate in favor of railroads’ overland facilities, leaving the coun- 
try without vital inland water transportation resources in times of 
emergency. 

All of the commodities which my company transports could move 
by rail, and I feel certain that after independent inland water opera- 
tions disappeared, the railroads would put this commerce back on 
their higher priced rail lines. Then the existing, vital, shallow-draft 
water carrier equipment and facilities would be left to rust and 
deteriorate. 

In recognition of the vital role played by barge transportation in 
World War II, the Office of Defense Transportation said : 

If.our waterways rendered no service beyond that of transport of petroleum 


and its products during the war, they would have amply justified their improved 
existence, 
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Today, under independent ownership, inland water carriers can and 
do move numerous commodities essential to defense in addition to 
petroleum. i : 

Permit me to leave with you this question for your consideration: 
Who would benefit by congressional repeal of the existing safeguards 
and standards against unrestricted common ownership of inland water 
carriers ? 

Not the water carriers. They favor the continuation of such safe- 

ards in the public interest. Water carriers contend that any bene- 
Fits which common ownership could produce are not available to the 
public presently because the railroads have refused to coordinate their 
services with water carriers to bring the public lower cost transporta- 
tion through joint rail-water and water-rail rates and services. 

The law requires such coordination, but the railroads have refused 
to obey the law. Should such refusal be rewarded by the passage of 
this legislation ? 

In a surprisingly frank statement before your subcommittee on these 
bills at the earlier hearings in February, Alfred E. Perlman, presi- 
dent of the New York Central Railroad, emphasized the railroad’s 
public-be-damned attitude when he said: 

Competing carriers can work with each other up to a point. But sooner 
or later one or the other is going to find himself working against his own best 
interests in promoting the coordinated service. In other words, that carrier 
will discover he would profit more by going it alone, even though the total co- 
ordinated service might be more efficient or provide a better service to the 
customer. 

We do not believe the public favors the bills because the public 
would have to pay the increased transportation cost charged by a 
railroad monopoly. 

The regulatory commission and the Government departments fa- 
miliar with this subject do not favor common ownership. They are 
aware of higher Government transportation costs and the reduced 
services which such a railroad monopoly as this legislation contem- 
plates would produce. 

As for other modes of transportation, they oppose similar railroad- 
sponsored legislation in their own areas. Only the railroads support 
this legislation. They are the only ones who want to put competitive 
modes of transport out of business. 

They do so in the belief that the repeal of the existing standards 
would be a source of additional revenue to them. There would be 
no additional revenue unless under railroad ownership prices would 
be increased and the public would have to bear increased transporta- 
tion costs. Unless the railroads intend to increase transport charges 
if this legislation is passed, they do not stand to benefit fnesicially 
from these bills. 

We believe that if railroads were given a free hand to own and 
operate towboats and barges competing with independent carriers, 
the railroads, because of their vastly stronger financial resources and 
combined services, would and could find ways to successfully force 
the competing independent barge operators out of business. 

History then would repeat itself, with railroad and water rates 
being set at even higher levels, leaving the American people to face 
the consequence of a monopoly in transportation instead of having 








336 


TRANSPORTATION DIVERSIFICATION 


a society established on the principles of free competition which 
have made our country the greatest on this earth. 

For this reason we oppose H.R. 7962 and H.R. 9281 and urge your 
committee to reject them. 

Thank you. 

Mr. Jarman. Mr. Springer? 

Mr. Sprincer. I have no questions. 

Mr. Jarman. Mr. Chapman, I will ask for your response on one 
thought that occurs to me. 

At page 9 of your statement you referred to Mr. Perlman’s “public- 
be-damned attitude,” and you quote him to the effect that at some 
point the carrier will discover that he would profit more by going 
it alone than through a coordinated service. 

Are you contending that the water carrier, if he concluded that 
he would profit more by going it alone, would be favorable toward 
a coordinated service? 

Mr. Cuapman. I am contending that the railroads would benefit 
by rail-water and water-rail joint rates, as the situation is at the 
present time under the law. If, however, the railroads did go into 
water transportation and were allowed in under the law to own water 
transportation facilities, their mode of transportation would be made 
to be their preference rather than the water transportation by some 
manner or means. They can put themselves in a position to use rail 
rather than water. 

Mr. Jarman. Let me rephrase the question and get a direct response 
from you. 

The point that Mr. Perlman has testified to, which has earned your 
label of “public-be-damned attitude,” is that he says competing car- 
riers can work with each other up to a point, and then sooner or later 
a carrier will discover he would profit more by going it alone. 

The thought occurred to me that the expression of Mr. Perlman 
is pretty much human nature in this competitive business world in 
which interests operate. My own reaction would be that in all prob- 
ability the water carrier, when he reached a situation where he con- 
cluded it would be more profitable to him to go it alone rather than 
to coordinate, would not be pressing for coordinated services. 

Mr. Cuapman. Mr. Jarman, this has not been the case. We have 
repeatedly asked for rail-water and water-rail joint rates in our in- 
dustry to work with the railroads. 

Mr. JARMAN. You mean asa general proposition ? 

Mr. Cuapman. I mean as a general proposition. This has been 
repeatedly avoided by the railroads. I agree wholeheartedly with 
you that it is human nature for one to take care of his own house before 
he takes care of the other fellow’s house. But the thing that I was 
trying to show here in this statement by Mr. Perlman is that if the 
railroad obtained control of the water industry, that the “public would 
be damned,” he would take over and do what he could to get their 
rates up. ‘This is taking care of your own backyard. 

Mr. Jarman. Thank you. 

Our next witness is Mr. B. D. Davidson, vice president of Davidson 
Transfer & Storage Co. 
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STATEMENT OF B. D. DAVIDSON, VICE PRESIDENT, DAVIDSON 
TRANSFER & STORAGE CO., BALTIMORE, MD. 


Mr. Davipvson. I am B. D. Davidson. I am vice president of a 
trucking company, the Davidson Transfer & Storage Co., of Balti- 
more, Md. Ours is a family business, as is common in our industry. 

Our father established this business in 1896. It began using horse- 
drawn carts to haul freight to and from railroad yards and docks. 
When motor vehicles became available, we made the transition. And 
what had been a local cartage business began to branch out into a wider 
field as our customers, pleased with our services, encouraged us to 
serve them in a broader way. 

Just for the record, in 1959 our little company handled 448,627 
shipments, and 52 percent of them were under 6,000 pounds. We pro- 
vide every type of equipment, including flatbeds, stake bodies, closed 
vans, high cube vans, vehicles equipped with mechanical refrigeration, 
which is now required for the transportation of a new and great indus- 
try which motor transport really gave birth to, the frozen food 
industry. 

Now, our company hauls freight of many descriptions between New 
York on the north and Norfolk, Va., on the south under certificate 
issued by the Interstate Commerce Commission. We go west as far 
as Harrisburg, Pa., and we serve intermediate points and some limited 
off-route territory. 

We haul mainly less-than-truckloads. We haul for small shippers 
and for large ones. We perform a complete common carrier general 
freight service for them. 

My appearance today before you gentlemen to comment upon the 
Rogers and Bennett bills is due to my most sincere conviction that what 
these bills propose would destroy both our business and its services 
upon which hundreds of customers have come to rely. Our company 
is financially sound, but neither we nor a great many other motor 
carriers could long survive the inevitably vicious situation these bills 
would create. 

We are not averse to competition or we would long since have fled 
from the transportation business. We now operate in an area served 
by some of the largest and strongest of railroads, by numerous other 
motor carriers, by coastal shipping, and by increasingly significant 
airfreight facilities. 

We also must contend and compete against various forms of leased 
operations, against operations which are outside the scope of regula- 
tion, and you doubtless are aware that much of our service must win a 
continuing preference over the shipper’s ever present option to do his 
own hauling in his own trucks. We feel the full impact of a jostling 
and shouting kind of competition that is current in few other basic 
economic enterprises and, I believe, exceeded in none. 

What we resist here today is not this kind of competition, but 
another kind. The Congress, in its fullest wisdom, has repeatedly 
scanned similar proposals and repeatedly judged that a railroad would 
in no way be just another entrant in this many-sided competition. I 
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understand the details of this history are being mentioned to you by 
other witnesses. 

I have searched my mind and conscience to test whether there be 
even remotely the prospect that to permit the railroads to enter freely 
into our business, perhaps to overcome my own company, would 
promise eventual good for those we serve. 1 do not find it so. 

Where our service parallels the tracks, even in a general way, I ask 
myself whether the railroads would substitute for our trucks their 
own trucks in serious self-competition; whether they would do all 
the things we have done to improve motor carrier service and enhance 
its capabilities to support the operations and services of our shippers 
and receivers, many of whom could not function at all if they were 
forced to depend upon less efficient transport. 

I ask myself whether, in operation of trucks farther away from 
their tracks, the railroads would furnish direct-line truck service, or 
would they channel all possible truck tonnage into less direct rail 
routes? After all, this is what they now do, in preference to partici- 
pating with independent trucklines in a joint, direct service when a 
cooperative effort is indicated. 

Railroads in general presently shunt their shipments all around the 
map, to keep them in rail hands, rather than turn them over to our 
industry’s trucks for part of the line haul. Of course, trucks inevi- 
tably come into use at the start or end where the shipper or consignee 
does not have a rail siding. But for line hauls, railroads jointly 
handle their freight as though trucks did not exist, regardless of how 
such an attitude deprives the shipper of advantages. 

It is my understanding that the railroads wish to enter freely into 
trucking on the ground that this radical reversal of public policy and, 
indeed, of their own policies, would benefit the public. Certainly this 
should be the primary test. But there are no evidences that any bene- 
fit would result ; in fact, quite the contrary. 

To give an equivalent service, railroads would require as many or 
surely nearly as many vehicles and personnel. In the stringencies of 
an entrepreneurial operation, we do not tolerate an excess in any of 
these costs as against the markets available for our operations. There 
is no flagrant waste in trucking which railroad executives could pare 
away. 

I feel sure that my fellow truck operators would agree heartily that 
the present keen competition amongst ourselves, with the railroads 
and with the private haulers, is the whetstone that keeps a sharp edge 
on the improvement of services and keeps a restraining influence upon 
the upward trend of freight rates. 

Now, what would happen automatically if powerful railroads were 
permitted to shoulder fully into such a picture? Wherever their own 
trucks became the principal competitor of their own rail freight oper- 
ations, such competition would be a hollow mockery. 

Gone completely would be both the competition of rates and the 
competition of service. Worse, motor carrier service would artfully 
be permitted to deteriorate to the precise point at which no new inde- 
pendent would enter the lists and at which railroad freight service 
would appear more attractive. 

Where railroads would operate trucklines not so much in compe- 
tition with themselves as with small, independent trucking companies, 
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nobody who is acquainted with the harsh realities of such economic 
penetration should find it difficult to predict the result. From the 
well heeled treasuries of its railroad parent, such an invader could 
and would draw all necessary sustenance to maintain it while it tor- 
pedoed any and all free competitors, point by point, commodity by 
commodity. : 

I mention this only as a respectful reminder to the committee 
members. The Congress, I am happy to say, has been most aware 
of this oft-played drama starring predatory economic power in its 
most predaceous role. The Congress itself, more than any Commis- 
sion it has created, has been the sturdy shield raised again and again 
to protect the public and independent industry from such plundering. 

Now the railroads declare that any projection of such disastrous 
competition on their part, if they had unlimited license to go into 
our industry, is nonsense. They point to the Interstate Commerce 
Commission and assert that the Commission would preclude railroad 
trucking certificates unless warranted by the public interest. 

With all due respect to the Commission, or any such body, to en- 
trust to them this power to administer and adjudicate innumerable 
exceptions to the sound and basic policy the Congress has placed in 
the law is to trust too much to too few. No such body would be so 
strong, however well intentioned, as to resist successfully the un- 
remitting pleas for full entry, once a statutory foot was in the door. 

And it would be too late, a session or two later, to revive the cor- 
porate corpses of free but small enterprises, shippers and carriers, 
which had meantime been felled by rampant railroads in our midst. 
The carriers would fall as direct targets, the shippers as innocent 
bystanders. 

The Commission has already been very liberal—I would say much 
too liberal—in permitting railroads to operate motor vehicle serv- 
ices to assist and supplement rail services. All the full advantages 
of highway service, so far as efficient and economic service to shippers 
is concerned, are now open to railroads if they will only team up with 
motor carriers in arrangements for through routes and joint rates. 

This, with few exceptions, they disdain, although it is the very 
same means by which the steadily extend to all comers the comple- 
tion of hauls needing other railroads beyond the termini of their 
own tracks. 

The motto in railroad executive suites seems to be: “Trucks are 
trucks, and rails are rails, and never the twain shall meet.” Never 
meet, that is, unless both are railroad-owned. 

No, there is no comforting foreshadow for either shippers or 
independent motor carriers like ourselves in the prospect of railroads 
with one foot in the trucking industry. The substance of any 
public advantage in such a move will have to be found elsewhere, if 
at all. Well, is it in the bigness of such planned highway enterprises 
under railroad auspices? Will they do a better job because they will 
be bigger than we are? 

We have had 40 years of know-how. They would have to start over 
again to get that know-how. 

One of the most convincing findings relative to the comparative 
efficiency of large and small business, to my mind, was that made by a 
study under Public Resolution 113, the 75th Congress, 3d session. 





| 


NAOMI AS SI 8 KEM 


Se Fan BETES 





: 
{ 
| 
! 


340 


TRANSPORTATION DIVERSIFICATION 


The study was made under auspices of the Federal Trade Commission 
for the Temporary National Economic Committee, a select com- 
mittee, authorized and directed to investigate the concentration of eco- 
nomic power. 

In TNEC Monograph No. 13, “The Relative Efficiency of Large, 
Medium-Size, and Small Business,” figures were reported and com- 
pared for some 18 industries—cement, blast furnaces, steel mills, farm 
machinery, petroleum production, petroleum refining, beet-sugar pro- 
duction, cane-sugar production, sugar refining, milk distribution, but. 
ter, canned milk, flour milling, baking, motor vehicles, chemicals, fer- 
tilizers, and rayon. 

The Federal Trade Commission, in summarizing the findings of this 
study, said in part: 

In the 233 combined tests, large sized, whether represented by a corporation, a 
plant, a group of corporations, or a group of plants, showed the lowest costs 
or the highest rate of return on invested capital in only 25 tests. In these com. 
bined tests, medium size made the best showing in 128 tests, and small size in 80 
tests. Thus, large size was most efficient, as efficiency is here measured, in 
approximately 11 percent of the total tests, medium size was most efficient in 


approximately 55 percent of the tests, and small size was most efficient in approxi- 
mately 34 percent of the tests. 


Personally, I believe it is fair to conjecture that those findings would 
apply also to earnings, service, and other measures in any integrated 
transport system. 

The evolution of transportation in this country has been swift, so 
that in my own years I have witnessed many changes in my own State 
of Maryland and in the larger area our company serves. I have held 
the reins of a horse-drawn wagon. I have guided the wheel of a spine- 
jarring truck with solid rubber tires. I recall the sailing boats which 
once tied up at our wharves in Baltimore and which once plied the 
Chesapeake Bay as far as Norfolk. 

Horsepower for our operations now comes in multiples of hundreds, 
and the fragrant haylofts of yesteryear have given way to tanks of 
diesel fuel and gasoline. 

The two things that have changed the least, it seems to me, in this 
freight cavalcade that I have witnessed are these: the perennial pres- 
sures of competition and the anguished wailings of the railroads for 
relief. 

I can scarce recall a time in all my experience when railroads, some 
or most. of them, were not in critical juncture of relationships with 
either their own employees, the Government, their competitors, or the 
forces of finance. Since railroading began, it almost seems as 
though every car is loaded partly with trouble. And every hotbox 
extinguished partly with tears. 

If railroads are sick, the illness is congenital. The railroad family 
coat of arms includes an iron horse recumbent, with fever thermometer 
in place. 

In recent years, thanks to the facility of modern means and methods 
of transmitting information and ideas, all the usual symptoms have 
been accumulated and underscored into a syndrome which has many 
of the most reluctant diagnosticians at least partly convinced that 
these groans and screams must stem from a sickness of the mind, if 
not, indeed, the body, of railroading 1960. 

Now, by a strange coincidence, in recent years most railroad plaints 
for succor have been linked closely to something the railroads want to 
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do to us, on the theory, perhaps, that railroads would feel better if 
they could be sure we felt worse. Common ownership is the current 
major goal in this regard, although it is by no means a new aspiration, 
as we all know. 

Some years ago our traffic club in Baltimore had a meeting at which 
the speaker was the then Senator Harry S. Truman, a fine Senator 
and a fine President. Even at that time the railroads were after 
common ownership of transportation systems, and the Senator com- 
mented— 
the implication and philosophy of this proposal are in irreconcilable variance 
with my own views of our American society. 

Senator Truman further discussed this matter in his address and 
showed that a true integration of services could be achieved by means 
other than ownership. On this point he remarked: 

Because improved integration and coordination of modes of transport will 
result in improved service and reduced cost to the shipper and is, therefore, de- 


sirable, it does not follow that such integration can be achieved only through 
integrated ownership. Our entire history runs contrary to such a proposition. 


Let me quote him further: 

We want integration of operation, but we certainly do not want that type of 
integration of ownership which we have witnessed in the past of which the Van 
Sweringen railroad empire was an outstanding example. To add trucks, buses, 
barges, and airlines to such an integrated system would only multiply abuses 
and increase the dangers to the public welfare. 

I submit that Mr. Truman’s words were well chosen. Thank you. 

Mr. Jarman. Mr. Avery. 

Mr. Avery. Mr. Chairman, I have no questions. I regret that I 
was not permitted to be here to hear all of Mr. Davidson’s statement. 
I might say, however, on the portion I did hear of it, it was certainly 
a very color ‘ful statement, and I am sure leaves no doubt at all as to 
Mr. Davidson’s position, both in regard to the matter of bills and 
in the matter of his political faith as well. 

Mr. Davinson. That was perhaps a slip. 

Mr. Avery. No; it is nice to have everything spread upon the record 
so all positions of the witnesses are clear. 

Let me say, Mr. Chairman, I do appreciate the opportunity to sit 
in with your subcommittee this morning. I regret that I have not 
been able to attend more of these hearings, but it is only today that 
I have been free from my own subcommittee and have been able to 
be present for this very important set of hearings. 

Mr. Jarman. It is a pleasure to have you sit in with this subcom- 
mittee, Mr. Avery. 

Mr. Davidson, your statement is strong and definite as to your posi- 
tion. It is certainly clear that you oppose the bills before the sub- 
committee. 

Does it follow, then, that you feel the law should remain as it is 
on the books at the present time ? 

Mr. Davipson. Yes, sir. 

Mr. Jarman. Then what is your reaction to the proposal or the 
recommendation that the subcommittee has received during the course 
of the hearings that the law be changed to prohibit the railroads from 


operating any motor vehicle services, even in the field of supple- 
mental services ? 
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Mr. Davinson. Prior to and subsequent, the way the act reads 
today ¢ 

Mr. JarMANn. The recommendation has been made that we change 
the law to prohibit the railroads from operating any motor vehicles, 
What reaction would you have to that? 

Mr. Davipson. Personally, I think that it certainly should not be 
enlarged. I think they have a great deal now, and they have had 
that for years. Frankly, being a realist, I do not see any possibility 
of taking that away from them. It would be a wonderful thing if 
they would stick to their own business. 

But that has been in effect for quite a few years. I am only pleading 
that they not be permitted to invade us further, which would mean 
our destruction. I am very sincere in that. 

Mr. Jarman. I understand that. You have made a very hard- 
hitting statement against the railroads generally. We are interested 
in your definite impression as to the recommendation we have received 
that the railroads should be prohibited from operating any motor 
carrier. Would you favor that change in the legislation ? 

Mr. Davipson. Not to operate any motor carrier ? 

Mr. Jarman. That is right; even as a subsidiary operation of a 
railroad. That recommendation has been made to this subcommittee 
during these hearings. 

Mr. Davinson. It would be a wonderful thing, but I personally 
would not advocate it because I do not think it would come to pass. 
But may I make a further statement along the lines of the question 
that you just asked ? 

Mr. JARMAN. Surely. 

Mr. Davipson. From a practical standpoint we have observed in 
the area that we operate, trucklines operated by the railroad. It 
never seemed to get anywhere; that is, in growing and handling a 
substantial amount of traffic. 

If you, sir, and I know you probably have had this in your own 
area, witness the modern truck terminals that motor carriers have 
erected, and, conversely, go down the street and look at the old freight 
shed that is still being used, this industry is the finest example of free 
enterprise in America. 

Most of these companies were built from earnings plowed back 
and only in very recent years, and only to a very small extent have 
motor carriers been publicly financed. They have created this entity, 
this mode, that has done so much for our Nation. 

I was privileged to go to Geneva, and I spoke with transportation 
people there. They marvel at our transport systems and what we 
were able to do in providing the goods and the services that the peo- 
ple require, and making such a great contribution to the economy. 

Mr. Jarman. Couldn’t the reason why the railroads have not de- 
veloped their motor carrier operations more impressively in terms of 
facilities and services be the fact that they have been restricted to 
subsidiary operations rather than a general authorization ? 

Mr. Davinson. The railroads gave us birth. There should never 
have been a trucking industry. They owned the largest fleet of motor- 
trucks in America. All they had to do was give the shipper the service 
they required and demanded. When they did not do that, the ship- 
pers came to us. 
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We were not too smart. The trucks were poor, the highways were 
yoor and money was difficult to get. But this new instrument was so 
accepted, it had such an acceptance, that it just grew and grew. — 

For years they tried to restrict our growth in the various legisla- 
tures in the various States by having taxes imposed on us, Despite 
all that, this industry continued to grow and continued to render such 
an important service. 

Mr. Jarman. You understand the purpose of many of these ques- 
tions is to get a pro and con statement on the issues before the com- 
mittee. 4 ’ 

Mr. Davipson. I surely do. I hope you forgive my enthusiasm. 
Sometimes when I get a little excited 1 raise my voice. But I ask 
you respectfully to forgive that. 

Mr. JARMAN. Thank you very much. 

Mr. Avery. Mr. Davidson, I am from Kansas, and there has been 
somewhat of a reduction of rail service in Kansas, as I assume there 
has in every State. You have made several statements about the 
added service that motor carriers have provided the public, and cer- 
tainly I can agree with you on that. 

I am a farmer and I have watched this transition from extremely 

r rail service into a most effective motor carrier service. Prob- 
ably the farmer more than anybody else has profited by the personal 
and improved service that the motor carriers have been able to give. 

Now, in view of that, why is there so much bitterness on the part 
of businessmen and small communities when rail service facilities are 
to be terminated? It seems to me that there is an excellent opportu- 
nity for motor carriers to render a fine service in the field of trans- 
portation, to explore the reason why there is always so much opposi- 
tion and so much bitterness when a proposal is brought forth to ter- 
minate, and I am not talking about reducing, but terminating, rail 
service to these small communities that have not been very substantial 
customers of the line anyhow. 

Why is it that the motor carriers cannot move in and render needea 
transportation service so that we, as Congressmen, can be relieved of 
resolving these problems? 

Mr. Davinson. Well, sir, to my knowledge most of the cries and 
the protests have been from such communities where the commuter 
service and the passenger service has been eliminated. 

Mr. Avery. No. We are talking about freight service only now. 

Mr. Davinson. To my knowledge, in our area there has been very 
little freight service eliminated. In the main, motor carriers do 
provide that service. 

May I point to you some 25,000 or 30,000 communities that have 
no rail service at all, and all of their goods are brought in by motor- 
trucks and by buses. If you come from Kansas, sir, and it is true in 
other States, you know today you can walk down the main street in 
any city, town, or village and get the same goods you get in Kansas 
City, St. Louis, and so forth, at the stores, and why? Because the 
motortrucks brought it there. 

_ The railroads can do a marvelous job that we cannot compete with 
in handling the bulk goods; we are not set up to handle it. We do 
not have the equipment to handle it. We eal not handle it. They 


do a wonderful job on that and make money on it. 
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It is true, where the railroads operate commuter service, and the 
equipment is used a few hours a day, that does drain them and that 
does cost millions of dollars. I am not a statistician or an economist, 
but I served on the Advisory Committee to the Secretary of Commerce 
under several Secretaries and they always point out the $650 million 
or $700 million they lose on passenger service. They must make it 
somewhere to be able to lose that and remain in business. They make 
it on their freight business. 

Mr. Avery. I want to keep the passenger problems out of this, be- 
cause as a motor carrier you are not primarily concerned with pas- 
senger traffic. Let me restate the question. 

I am sorry to impose on the time of the subcommittee, as I am only 
a guest here, so to speak. 

Let me ask it this way: What service is it that the railroad renders to 
the small community and renders better than the motor carriers can 
that makes them resist the termination of a marginal operation of a 
rail line? 

Mr. Davinson. Frankly, I would not be able to answer that. When 
it comes to smal] shipments, they still frown and kick the small ship- 
ments around. They permit us, express, and the freight forwarder 
to handle the small shipments. They do not bother with small ship- 
ments. 

I would not be able to make any contribution to your question. 

Mr. Avery. I think that is an area where the motor carrier industry 
might be able to render a service to this committee and to the Congress, 
to explore that problem, where a rail line has sought to abandon service 
and the freight service would fall entirely upon the motor carriers, 

Here is a market, apparently at least a market there, for somebody, 
but why is it that a motor carrier cannot provide the kind of service 
that would be acceptable to these communities, these businessmen, and 
remove all of this contention both from this committee and from the 
Interstate Commerce Commission as well ? 

Mr. Davipson. Mr. Congressman, this is the first time I have ever 
heard where a motor common carrier has been unable to provide service 
where they have routes and rights that they need, except for bulk, 
of course. 


Mr. Avery. When you talk about service, you have to handle bulk, 


as well as you do your smaller shipments. 

Mr. Davipson. That is true, except that there are certain com- 
modities that the motor carrier cannot handle as profitably as a rail 
line. 

Mr. Avery. Thank you. 

Mr. Jarman. Thank you. 

At this point, without objection, the committee will accept for the 
record statements of Mr. E. Landis, director of transportation for In- 
ternational Minerals & Chemical Corp., and of Mr. Martin A. Foster, 
secretary of the Northwest Horticultural Council. 

— objection, these statements will be made a part of the 
record. 


. 





Sul 
Mr 
Cle 


list 
ren 


We 


tot. 
Mu 


nw 
ad 
ent 
tio 
the 


for 
the 
me 


re} 








TRANSPORTATION DIVERSIFICATION 345 


(The statements referred to follow :) 


INTERNATIONAL MINERALS & CHEMICAL CORP., 
Skokie, Ill., January 29, 1960. 
Subject : H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281. 
Mr. Ep WILLIAMSON, 
Clerk, House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C, 


Dear Mr. WILLIAMSON: This letter is written to seek support of the above 
listed bills that would permit the railroad industry to have certain restrictions 
removed toward their entering other forms of transportation. 

Our corporation is a very large shipper of agricultural minerals and chemicals. 
We have 72 plants located throughout the United States and are very much de- 
pendent upon rail transportation. It is a fact that the railroad portion of the 
total tonnage moved intercity has, in the past 10 years, continued to dwindle. 
Much of this loss can be attributed to the failure of railroad managements to 
modernize their operations and practices. However, in the past few years, a 
number of the more progressive railroads have taken action to stem this tide by 
adopting new methods of transportation. We know it to be a fact that they are 
encountering great difficulty in trying to diversify and modernize their opera- 
tions. It is our belief that the passage of the above bills would do much to assist 
the railroad industry in meeting a modern competitive situation. 

The passage of these bills would not, in our opinion, injure the other modes 
of transportation because the Interstate Commerce Commission would be charged 
for impartially judging the changes sought by the railroad industry. We think 
there is proper safeguard for regulated transportation in the Interstate Com- 
merce Commission, therefore, we do not feel that the passage of the above bills 
would be injurious to the trucking and barging industries. 

We ask that the Committee on Interstate and Foreign Commerce favorably 
report on these transportation bills. 

Sincerely, 
E. LANDIS, 
Director of Transportation. 


STATEMENT OF MARTIN A. FOSTER IN Support oF H.R. 7960 AND H.R. 9279 


I am the secretary of the Northwest Horticultural Council with offices at 301 
South Wenatchee Avenue, Wenatchee, Wash. The council represents 9,000 
deciduous fruitgrowers and shippers in Washington and Oregon. Through its 
members the council represents the growers of practically 100 percent of all 
apples and winter pears and in excess of 90 percent of all other deciduous fruit 
grown commercially in the States of Washington and Oregon. Our growers 
will annually produce for fresh shipment (rail and motor carrier combined) on 
the average of about 40,000 carloads of fresh fruit per year. In the 1958-59 
shipping season, 30,365 cars of apples alone were shipped by rail and truck 
from the State of Washington. 

We use both rail and motor carriers in shipping our fruits throughout the 
United States. The choice of the carrier depends primarily upon the service 
that fits our needs. 

We are interested in obtaining the most efficient and economical transportation 
for our fruits to all sections of the United States. We believe passage of the bills 
in question will result in more efficient and more economical service than is 
available or permissible under existing law. 

As an example, many of our shipments are made on the basis of part unloads. 
Portions of the load may be intended for two or more destinations. This is one 
place where the motor carriers presently have the advantage. They have 
greater flexibility insofar as multiple unloads are concerned since all of the 
destinations may not be on the same railroad. Also, the motor carrier, after 
arrival at the first destination, can immediately upon completion of the partial 
unload move on to the next destination, whereas the rail car must wait for the 


next train going in that direction and, in some cases, move in a quite circuitous 
route for final unloading. 
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Due to this, and other advantages, the motor carriers have captured a large 
volume of carload traffic which formerly moved by rail. The following table 
shows the trend to truck movement since World War II: 


Carload movement of apples from Wenatchee and Yakima districts 


{Each carlot represents 800 boxes] 
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Season Rail Truck 











Total | Percent by 
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26, 446 4, 960 | 31, 406 15.8 
27, 838 6, 559 34, 397 19.1 
15, 392 4, 970 20, 362 24.4 
19, 818 5, 200 | 25, 018 20.9 
19, 517 7, 248 26, 765 27.1 
18, 685 6, 813 25, 498 26.7 
21, 029 7,179 28, 208 25. 45 
13, 466 6,424 19, 890 32.3 
21, 899 10, 855 32, 754 33.1 
18, 550 11, 815 30, 365 38.9 
10, 389 8, 561 18, 950 45, 2 











The foregoing table shows clearly the railroads are steadily losing the business 
of our industry. The same situation prevails for other fruits and vegetables 
shipped from Oregon, Idaho, California, Texas, Florida, and other principal 
producing States. The only way the railroads can regain this lost tonnage, or 
even check the loss, is by freedom to compete on even terms. H.R. 7960 would 
permit the railroads to compete on a more equal basis. 

While railroads may, under certain circumstances, currently obtain control 
of or operate motor carriers, the present restrictions are such that they cannot 
utilize the best possible combination of rail and highway service. Passage of 
H.R. 7960 would permit the railroads to offer better service to our fruit shippers 
(especially from the standpoint of time). This would be mutually beneficial 
to the railroad, to our fruitgrowers and to the consuming public. 

The same arguments would apply with respect to motor, air, or water carriers. 

Passage of these bills would permit each type of carrier to diversify, thereby 
improving its service and also its financial position. A healthy railroad system 
is essential to the defense of the United States and the principles for which 
we stand. The reliance we must place on railroads was demonstrated in World 
War II. The railroads can be strong only if shackles are removed; only if they 
are free to utilize new techniques, including integration of rail and truck. The 
railroads should be free to change and advance with modern developments, the 
same as other businesses. Passage of this legislation will enable each type of 
carrier to increase its efficiency, improve the service it can offer and thereby have 
an opportunity to assure financial stability and a strong, healthy national trans- 
portation system. 

While the present law may have been sound under the circumstances which 
existed years ago when the possibility of a monopoly of transportation would 
have been a serious threat, times have changed. Under present conditions and 
circumstances, we believe that we as shippers and the general public as con- 
sumer will benefit from passage of these so-called diversification or one package 
bills which will make it possible to provide more efficient and more economical 
transportation. 

We recommend that these bills be favorably reported by the committee and 
enacted into law. 


Mr. Jarman. At this time the committee will hear from Mr. Harry 
Brashear, Aerospace Industries Association of America, Inc. 
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STATEMENT OF HARRY BRASHEAR, AEROSPACE INDUSTRIES 
ASSOCIATION OF AMERICA, INC. 


Mr. Brasuear. Mr. Chairman, rather than burden the committee 
with a detailed reading of my statement, I thought I would give a 
brief résumé and it would save your time. 

Mr. Jarman. Without objection, your statement will be made a 
part of the record. The committee will be glad to hear your comments. 

Mr. Brasuear. I would request that. 

These bills, and I address myself particularly to H.R. 9280 and 
HLR. 9281, relating to motortruck and water transportation, and par- 
ticularly to motortruck transportation, are of interest to the Aero- 
space Industries Association because their main objective is to permit 
operations in motor carrier service, for example, without the requisite 
which obtains today that they shall show it does not curtail competi- 
tion. 

I am adviser to the traffic service of the Aerospace Industries Asso- 
ciation, and we are interested in the movement of raw materials and 
finished products in the most expeditious, the most economic, and the 
safest manner. 

To do this, we find it necessary to have maintained the highest 
degree of competition that can be maintained. For that reason, we 
are very much opposed to these bills. 

In my statement 1 have dealt at some length with respect to mis- 
understandings respecting railroad competition, and competition in 
railroad service. Contrary to a very widespread belief, railroad 
monopoly was not curtailed by legislation. 

From 1887, when the Interstate Commerce Act was enacted, and 
which abolished pooling, to 1906, the railroads were a very highly 
competitive institution. I think the railroads made greater service 
in that area of high competition than in all their remaining history. 

In the 1906 act, which corrected a great many abuses, it made one 
provision which changed the date for filing reductions in rates from 
3 to 30 days. That change permitted railroad association agree- 
ments to be firmly held, and from then, for a quarter of a century, 
we had a tight railroad monopoly. 

That monopoly was ended not by legislation, but by the advent of 
motortruck competition. If you look over that period, you will not 
find a single outstanding improvement in railroad transportation of 
commodities. Constantly the shippers were facing restrictions, which 
are in railroad operation, so when the motortruck came upon the 
scene, it was widely acclaimed and the shippers were just tickled to 
death to get it. 

There was no great cry at that time by the public for regulation 
of motortrucks. The principal cry came from the railroads who 
wanted motortrucks as strictly regulated as they were themselves. 
The 1935 act resulted. 

_Now, I should like to call your attention to one phase of this situa- 
tion concerning which we are quite apprehensive. When the railroads 
enter into these motor carrier operations, usually a separate corpora- 
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tion is formed, and that corporation participates in truck association 
deliberations. 

Under section 5(a) of the act, the various carrier associations were 
permitted to sit down and agree with one another on rates. - Rail. 
roads were permitted to agree with other railroads, trucks with other 
trucks, water carriers w ith other water carriers, and forwarders with 
forwarders, but no two of those classes could get together. 

Now, if we have this setup, we can visualize without any trouble 
truck operated but railroad dominated organizations sitting in with 
the motor carriers, and we do not want to see that. 

Here is another angle to this that we want to stress particularly, 
In the railroad statements it. has been asserted frequently that there 
has been a very substantial diversion of freight from the railroads to 
the motortrucks. I call your attention to this: that these bills do not 
contemplate preservation of tonnage to the railroads. As a matter of 
fact, if they have complete fr eedom, you will have more truck opera- 
tions than you have today, and less r ail operations. 

We want the railroads in this picture to compete with the motor 
carriers. If they are permitted freely to indulge in motor carrier 
service, we will have this setup: The railroads being unable to give 
precisely the same service that a motor carrier does, there is no in- 
centive for the railroads to improve their service. 

For example, I might cite this situation: One of the most pro- 
gressive steps the railroads have made in recent years has been the 
so-called piggyback operation. I cannot visualize piggyback opera- 
tions ever having come into effect if the railroads had at that time been 
free to render motortruck service. 

“ssentially, operation of trucks by railroads will not, as I said, in- 
crease railroad tonnage. It will increase railroad earnings for rail- 
road investors. That is the thing that we are not particularly in- 
terested in here, as I see it. Weare looking at railroads from trains 
operated over tracks. 

I might say in answer to a question which was offered to the previ- 
ous witness by Mr. Avery, as to why there is an objection to railroads 
going out of business—for example, I think the most pronounced situ- 
ations are those where railroads want to abandon branch lines, and the 
shipper—well, you will find shippers coming in and objecting to that. 
My observation, if you read behind the lines, is not that they need 
the railroad service so badly, because they have good truck service, 
but they like the railroads there because of the employment it gets 
and the taxes they get for their schools. 

I think that is a very, very compelling force for the opposition to 
the abandonment of such services. 

So far as our own industry is concerned, in connection with small 
shipments, individual shipments, we use the railroads very, very little. 
The motor carrier service is so superior that we give the motor ear- 
riers these smal] shipments. 

There is an exception to that. In the movement of commodities 
from the eastern part of the United States to the plants on the west 
coast, the spread between the carload and less-than-carload or be 
tween the truckload and the less-than-truckload is so great that our 
members find that by consolidating those shipments into carloads in 
the East and moving them out into solid carloads to their plants in the 
West they can save a considerable sum of money. 
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It is essentially this: The railroad comes in and gets the business 
when they can have a somewhat lower rate than the truck. 

I think that concludes my statement, Mr. Chairman. 

(Mr. Brashear’s full statement follows :) 


STATEMENT ON BEHALF OF THE AEROSPACE INDUSTRIES ASSOCIATION OF AMERICA, 
Inc., BY Harry R. BRASHEAR, ADVISER TO THE TRAFFIC SERVICE, ON Britis (H.R. 
9280 AND H.R. 9281) To Mopiry Conpirions UNDER WHICH CERTIFICATES OF 
CONVENIENCE AND NECESSITY WILL BE IssuED TO RAILROADS TO OPERATE MOTOR 
on WATER CARRIERS, OR To ACQUIRE EXISTING CARRIERS IN THOSE FIELDS 


BRIEF SUMMARY OF STATEMENT ON H.R. 9280 


I. The purpose of H.R. 9280 is to remove from the Interstate Commerce Act 
the present mandate to the Commission, in granting railroads certificates to 
operate motor carrier service or in the acquisition of motor carriers, that it 
must find the operation will not unduly restrain competition. 

II. Contrary to statements by railroad protagonists, the Interstate Commerce 
Act was not enacted to curb a railroad monopoly. On the contrary, it was the 
Hepburn amendment to the act in 1906 that enabled railroads to create a 
monopoly. 

Ill. The railroad monopoly existed for a quarter of a century. Its effect upon 
the rates charged and the service rendered was such as to induce an enthusiastic 
acceptance of motor carriage when it became available. 

IV. It is unnecessary for railroads to own all for-hire truck lines in order to 
create the sort of monopoly that existed in the first part of this century. Sec- 
tion 5a of the act points the way to a control of transportation most objection- 
able to the public. 

V. The amendment to the Interstate Commerce Act proposed by this bill 
should be denied in the interest of good service at reasonable rates. 

I am at present serving as adviser to the traffic service of the Aerospace In- 
dustries Association, the offices of which are located at 610 Shoreham Building, 
Washington, D.C. The members of this association are opposed to H.R. 9280. 

A large part of the production by members of this association is for the Depart- 
ment of Defense. The work of the traffic service involves the movement of raw 
materials and end products in the most economical, expeditious, and safe manner 
that is possible under existing conditions. To do this, common carriers, contract 
carriers, and private carriers are employed in the most efficient manner. In 
performing this service, it is necessary for our members to rely upon and to 
employ competitive influences as extensively as we can to attain the objectives 
named above. It is because we are convinced that competition will be substan- 
tially curtailed and that satisfactory transportation will not be encouraged that 
we are opposed to H.R. 9280. These are the reasons for this conviction: 


I 


The purpose of this bill is to remove from the Interstate Com- 
merce Act the present congressional mandates to the Commission, 
in granting railroads certificates to operate motor carrier service or 
to acquire motor carriers, that the proposal must be denied unless it 
finds (1) that the proposed transaction will be in the public interest, 
(2) that it will enable the railroad to use service by motor vehicle 
to public advantage and (3) that the operations will not unduly 
restrain competition. 


In issuing certificates of convenience and necessity to operate a motor-carrier 
service, this bill would prohibit the Commission from attaching conditions which 
are usually attached when a railroad is an applicant, and which are not at- 
tached when applicant is other than a railroad. To conclude that Congress would 
impose these apparently discriminatory conditions without sound reasons is in- 
deed irrational. First, it must be noted that in seeking an operating right, a 
railroad normally possesses those factors which in connection with any other 
applicant would warrant the issuance of a certificate as a matter of course. Not 
only might it well be that a railroad could readily destroy a competing truck line 
if it were authorized to operate the property without restraint but also the public 
would be deprived of the advantages of normal competition between rail and 
highway service. Certainly by granting an unrestricted right to a railroad to 
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transport property by motor carriage, the inducement to improve rail service to 
meet competing highway service would largely disappear, and in lieu thereof 
another motor carrier would be added to our congested highways with no 
improvement in service. 

The provision in the present act which requires the Commission to find that 
rail operation of a highway carrier must result in public advantage and would 
not unduly restrain competition would be repealed. This is fraught with the 
stark danger that our immense transportation system will be operated without 
those concentrated efforts created by active competition. A duplicated highway 
service operated by a railroad falls short of the sort of competition to which 
the public is entitled. Furthermore, the fears of those Senators who, some 12 
years ago, opposed enactment of section 5a of the Interstate Commerce Act, 
fears that were discounted by those who supported that legislation, may well be 
realized in the enactment of H.R. 9280. This will subsequently be revealed jn 
this presentation. 


II 


Contrary to statements by railroad protagonists, the Inter- 
state Commerce Act was not enacted to curb a railroad monopoly. 
On the contrary, it was the Hepburn amendment to the act in 
1906 that enabled the railroads to create their monopoly. 


Congress, by means of the original Act To Regulate Commerce in 1887, abolished 
the pooling of railroad earnings which had been designed to and did curtail 
competition. When pooling was abolished, the railroads became highly competi- 
tive with each other. Efforts to curtail competition resulted in a decision by the 
Supreme Court in 1897 in which these efforts were found to be in restraint of 
trade and unlawful. In the 9 years following, the railroads were keenly com- 
petitive with each other. While there are those even today who decry the com- 
petitive conditions under which the railroads operated, these carriers neverthe- 
less grew and prospered. With the struggle for business, the service to the pub- 
lic continuously improved. 

The year 1906 was the turning point in these activities. In that year Con- 
gress passed the Hepburn amendment to the Act To Regulate Commerce. By 
means of it, railroad association agreements were firmly established and ob- 
served, and thereby was accomplished the objective railroads had ardently strived 
for, without success, in the 19 years since the original Act To Regulate Commerce 
had abolished railroad pools. It was the simple little device incorporated into 
section 6 of the act which required the railroads to give 30 days’ notice in filing 
reduced rates instead of the 3 days previously required. This provision, coupled 
with tariff rules issued by the Commission, abolished the midnight tariff with its 
quickly reduced and short-lived rates. Association agreements came to be firmly 
held. 

Shortly after this, when carriers came to realize how firmly their rate agree 
ments were held, they proceded to seek a general increase in rates. In a very 
informative book, “Railroad Freight Rates in Relation to the Industry and 
Commerce of the United States.” compiled by Logan McPherson, lecturer on 
transportation at Johns Hopkins University and published in 1909, there is re- 
vealed the conviction then entertained by railroad officials of the abil'ty of the 
economy of the country to endure without evil effects, substantial increases in 
railroad freight rates. These ideas were soon converted into action and, in 
1910, substantial increases in freight rates were filed with the Commission, Ap 
aroused public, which largely had been ignored in this action, appealed to Con- 
gress, and the Mann-Plkins Act, giving the Commission power to suspend new 
rates filed by railroads, was enacted in that year. In two decisions handed down 
in February 11, 1914, one involving the eastern railroads (20 I.C.C. 243), the 
other the western railroads (20 I.C.C, 307), these increases were denied by the 
Commission. 

Although, as I have stated, it was the Hepburn Act of 1906 which enabled the 
railroads to form a monoroly of transportation, spokesmen for those carriers 
have repeatedly stated that the restrictive laws now in our statutes were enacted 
to curb that monopoly. Quite to the contrary, since 1906 the many restrictive 
measures thereafter passed by Congress, with very few exceptions, were enacted 
at the insistent request of the carriers, either to suppress more effectively such 
competition as existed or to facilitate increases in rates. A conspicuous example 
of this kind of legislation was the Transportation Act of 1920, At the time of 
its enactment, the railroads were operated by the Government and a substantial 
group of railroad security holders, headed by a railroad ex-president, insisted 
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that radical changes in the Interstate Commerce Act be made before these prop- 
erties were turned back to their owners. As far as it was possible to do so, 
the responsibility for making a financial success of railroad operation was 
transferred from railroad management to the Interstate Commerce Commission. 
This was a radical departure in regulatory practices. Means by which rate in- 
creases would be facilitated were adopted and, to prevent reductions, the Com- 
mission was given power to prescribe minimum rates below which carriers were 
forbidden to go. So long as the Commission was restricted to the prescription 
of maximum rates, as it was prior to 1920, it was regulation exclusively for the 
public. When the power to prescribe minimum rates was added, it became regu- 
lation for the carriers. Other acts followed. In 1940 Congress adopted the na- 
tional transportation policy, a wholly railroad-inspired document. So extensive 
have changes in the Interstate Commerce Act been made, that a complete re- 
versal in its objectives have in certain respects been accomplished. For example, 
the Mann-Elkins Act of 1910, heretofore referred to, was urged by shippers to 
prevent inordinate increases in freight rates by means of suspension proceedings. 
Today more than 95 percent of the suspension proceedings instituted have been 
at the request of carriers to defeat reduced rates. 


III 


The railroad monopoly existed for a quarter of a century. 
Its effect upon the rates charged and the service rendered was 
such as to induce an enthusiastic acceptance of motor carriage 
when it became available. 


The motortruck did not become an active competitor of the railroad until the 
early 1930’s. In the quarter of a century preceding this event, there was, from 
the standpoint of service to the public, less progress in railroad operation than 
in the entire history of these carriers. When substantial inconvenience to the 
public occurred, the cure, whenever possible, was shifted to the public. Illu- 
strative of this we submit two examples. One of the most humane improve- 
ments adopted by the railroads occurred at the turns of the century when the 
automatic coupler was substituted for the old link-and-pin coupler. In the 
latter’s use, the brakeman, in coupling cars, was required to stand in between the 
cars to be coupled. As one car approached the other, it was necessary to raise 
the link so that it would enter the coupler of the other car. Unless the engineer 
brought the cars together with great care, the brakeman was certain to be 
maimed. When the automatic coupler was introduced, the brakeman was no 
longer subjected to these dangers, and trainmen became less careful in coupling 
operations. The impact became more severe and to protect their equipment, 
the railroads substituted all-steel care for the old wooden equipment then in 
use. While this steel equipment was substantially more impervious to damage 
caused by car impacts, the shocks to the lading were increased. With the large 
amount of damage caused by these impacts, the railroads imposed even greater 
obligations on the shippers to use stronger packages and to brace their shipments 
more effectively. In the railroad-freight classification today, comprised of some 
480 pages exclusive of index, there are 2 pages of closely printed matter estab- 
lishing the penalties shippers must pay for not complying with railroad-packing 
specifications. Thereafter in the classification, there are approximately 100 
pages (approximately 20 percent) devoted to the kind of packages which must 
be used when shipments are tendered to the railroads if penalties are to be 
avoided. 

To illustrate the manner in which shippers have been required to take extraor- 
dinary precautions at great expense to guard against damage to shipments 
handled by railroads, I cite an experience encountered a short time ago by a 
member of this association. A shipment weighing 58,000 pounds, and requiring 
2 cars to transport, was tendered a railroad. The cost of loading this shipment 
was $460. Shortly thereafter, a similar shipment weighing 50,000 pounds from 
the same origin to the same destination was moved by truck. The loading cost 
here was $80. 

In this period, it was necessary for shippers to deliver less carload shipments 
to railroad depots. As the volume of business increased, and as the desire of 
shippers to include as much as possible of the day’s product in their deliveries 
to the carrier, congestion grew at the freight depots toward the end of the day. 
In order to complete loading in time to have merchandise cars placed in the 
train, departing the same evening, the railroads sought to cure their own dis- 
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abilities by closing their freight houses at continuously earlier hours. These 
proce notin grew apace until serious thought was given to closing these depots 
as early as 2 O'clock in the afternoon. Under a competitive condition, later de. 
parture br trains with faster schedules would have been the obvious solution, 
About this time the motortruck came on the scene with its free pickup and de 
livery service, and the railroads were compelled to meet that competition, 
Thereafter the troubles confronted by the public at railroad freight depots passed 
into the limbo of recorded history. 

Although the pricing of commodities is closely tied in with sales under our 
free enterprise system, railroads, under their tight control of tr: ansportation, 
have sought to keep the price of their services removed as far as possible from 
their sales. With association agreements firmly kept, the railroads organized 
in their associations what came to be known as neutral rate committees. These 
committees were composed of men who were association, rather than railroad, 
employees, the object being to make these committees impervious to the prospect 
of tonnage proffered as an inducement to make rate reductions. As most re 
quests for rate adjustments were requests for reductions, the object of this kind 
of committee organization was to slow up the process of these adjustments, 
How well this worked may be illustrated by a single example. In the latter part 
of 1957, on behalf of a member of this association, the traffic service requested 
the transcontinental railroads to publish a rate of $4.63 per hundred pounds on 
plastic containers for wing fuel tanks, from California to Columbus, Ohio. The 
neutral rate committee proposed a rate of $7.36, which was felt to be too high 
and the railroads were so advised. Normally, containers used to transport 
freight are accorded rates lower than applicable to other traflic. Here the situa- 
tion was reversed. On a carload of these containers, weighing 16,000 pounds, the 
rate assented to would produce earnings of $1,530 per car. On the other hand, 
the railroads will move a carload of sheet or plate steel weighing 40,000 pounds 
between the same points for $912 per car. We insisted that it would invite truck 
competition ; nevertheless, the neutral rate committee refused to propose a lower 
rate. Slowing up further this process of rate adjustment, it was necessary to 
get the concurrence of the railroads east of Chicago and St. Louis. These rail- 
roads consumed 12 more months (a total of 14) in arriving at their determination 
to join the western railroads in the through rate proposed. When advice was 
finally received that the rate had been approved by the eastern railroads, advice 
was also received from the interested member to the effect that the motor 
-arriers had made arrangements with the shipper in California to move this 
traffic on the rate level proposed by the railroads. This entire movement, the 
equivalent of 33 carloads, had been accomplished by a highway carrier while 
the railroads were trying to make up their minds to publish the rate stated. 


IV 


It is unnecessary for railroads to own all for-hire trucklines 
in order to create the sort of monopoly that existed in the first 
part of this century. Section 5a of the act points the way to a 
control of transportation most objectionable to the public. 


It was the conditions described that were developed in the period of complete 
dominance of overland traffic by the railroads of the United States. It is in- 
deed no cause for wonder that shippers welcomed with open arms the develop- 
ment of motor carriage which got underway substantially in the early 1930's. 
This recital shows primarily that those conditions of which the railroads com- 
plain today are primarily of their own making. Let us now examine their pro 
posed cure by the bills they have caused to be introduced. 

Section 5(2)(a) of the Interstate Commerce Act clothes the Interstate Com- 
merce Commission with power to authorize carriers under prescribed conditions 
to acquire the properties of other carriers. Paragraph (2) (b) declares that, sub- 
ject to such terms and conditions which it shall find to be just and reasonable, 
the Commission shall approve such transaction as “will be consistent with the 
public interest.” [Emphasis supplied.] Following this is a proviso applying to 
those situations where a railroad seeks to acquire a motor carrier. In such in- 
stances the Commission is forbidden to authorize the transaction unless it finds 
(1) it will be consistent with public interest, (2) that it will enable the acquir- 
ing railroad to use the service by motor vehicles to public advantage, and (3) 


it will not unduly restrain competition. 
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TLR. 9280 would eliminate this proviso with its three conditions. As thus 
amended, the Commission would still be required to find that acquisition of motor 
carriers be consistent with the public interest as provided in 5(2)(b). By 
omitting the second and third conditions, namely, the use of service by motor 
vehicle be to the public advantage, and that operations will not unduly restrain 
competition, it will be urged with most persuasive logic that it was the congres- 
sional intent that these factors be omitted in the determination of what is con- 
sistent with the public interest. In fact, if such were not the case, there would 
be no need for this bill. It is proponents’ desire that these factors be not con- 
sidered that prompts this proposal. 

It is the concern respecting the elimination of competition which causes the 

most apprehension among members of this association. In one of its early de- 
cisions involving the acquisition by the Pennsylvania Railroad of a motor car- 
rier operating in Ohio, Michigan, West Virginia, Kentucky, Indiana, and Penn- 
svivania (1 M.C.C. 101), the Commission said: 
“«* * * we are not convinced that the way to maintain for the future 
healthful competition between rail and truck service is to give the railr« ads free 
opportunity to go into the kind of truck service which is strictly competitive 
with, rather than auxiliary to, their rail operations. The language of section 
913, above quoted, is evidenced that Congress was not convinced that this should 
be done. Truck service would not, in our judgment, have developed to the ex- 
traordinary extent to which it has developed if it had been under railroad con- 
trol.” 

Again: 

“The financial and soliciting resources of the railroads could easily be so used 
in this field that the development of independent service would be greatly 
hampered and restricted, and with ultimate disadvantage to the public.” 

Proceeding further, the Commission said: 

“We are unable to find, therefore, that the employment by the railroad of the 
properties and rights of the partnership to provide over-highway truck service 
as proposed herein in competition with rail and motor carriers generally, in- 
cluding the railroad, will ‘promote the public interest’ by enabling the railroad 
to ‘use service by motor vehicle to public advantage in its operations and will 
not unduly restrain competition.’ ” 

The railroads tell us that “if the public is to have top quality transportation 
at lowest cost, those who do the transportation work must be free to use not just 
one but all and any combination of the transportation tools.” We have described 
the kind of transportation work they turned out when they used all the tools. 
Let us look at the cost. When the change described evolved beginning in 1906, 
the first class freight rate between Chicago and New York was 75 cents per hun- 
dred pounds. Today it is $4.53, a net increase of 504 percent. 

If this bill is enacted into law and the railroads secure rights to operate motor 
carriers in the manner they seek and within the territory they now serve with 
their rail facilities, we may reasonably anticipate two things: 

(1) They will purchase those existing motor carriers which more completely 
serve their territory. They will, in our opinion, serve the public not one whit 
better than the public is now served. They will substantially reduce competition 
which the Commission has persistently held must exist in the best interest of the 
public. If they secure operating rights independently of those motor carriers 
now operating, they will add many more vehicles to already congested highways. 
In either event, they will have no incentive to improve rail service to meet 
motortruck competition, a competitive condition which should not be denied the 
public. The tender of a substantially identical service is not here desired. 

(2) They will destroy competition. 

By means of H.R. 9280, it is undoubtedly the purpose of its advocates to take 
from the Commission the power it now exercises to protect the public from the 
evils described. 

With the power wielded by extensive financial resources, we visualize the ac- 
quisition by railroads of important highway carriers throughout the country. 
Incorporated as organizations separate from the railroad properties, such cor- 
porations conducting exclusively a highway service will be eligible for mem- 
bership in motor carrier associations organized under the provisions of section 
5a of the Interstate Commerce Act. With these railroad-controlled highway car- 
riers actively participating, and eventually dominating these associations, we en- 
tertain but little doubt that the same results so obnoxious to the public will flow 
from these associations as flowed from the railroad associations subsequent to 
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1906. The assurance of railroad protagonists that the “do it yourself” ability 
in transportation will afford the public the necessary protection from carrier 
monoply carries with it no comfort. 


The amendment to the Interstate Commerce Act proposed by this 


bill should be denied in the interest of good service at reasonable 
rates. 


We respectfully but nevertheless diligently urge that your committee Oppose 
H.R. 9280. For substantially the same reasons, we oppose H.R. 9281 relating to 
transportation by water carriage. 

Mr. Jarman. Mr. Avery. 

Mr. Avery. I have a general question. 

Did I understand you are representing the Aerospace Association} 

Mr. Brasuear. That is right. 

Mr. Avery. Could you tell us just a little bit about that association! 

Mr. Brasuear. They are manufacturers of aircraft, and principally 
missiles today. 

Mr. Avery. That isall,Mr. Chairman. Thank you. 

Mr. Jarman. Thank you, Mr. Brashear. 

The committee is to hear next from the Air Transport Association 
of America. 


STATEMENT OF JOHN E. STEPHEN, GENERAL COUNSEL, AIR TRANS. 
PORT ASSOCIATION OF AMERICA; ACCOMPANIED BY J. P, 
DURAND, SECRETARY AND ASSISTANT GENERAL COUNSEL 


Mr. Streruen. Mr. Chairman, my name is John E. Stephen. I 
am general counsel of the Air Transport Association of America, the 
association of the certificated, regularly scheduled airlines of the 
United States. 

We are glad to have the opportunity to express our views on H.R. 
7960, H.R. 7961, H.R. 7962, ELR. 9279, H.R. 9280, and H.R. 9281, 
the so-called common ownership bills. 

All six of these bills have a similar purpose—to facilitate the com- 
mon ownership of two or more forms of transportation. More spe- 
cifically, as the testimony before this subcommittee has made clear, 
their purpose is to facilitate the ownership by the railroads of motor 
carriers, air carriers, and water carriers. 

We are strongly opposed to these bills. We believe that it would 
be very much against the public interest to iy so radically the 
policy long established a frequently reaffirmed by Congress in the 
important field of transportation. 

Since the airlines would be directly affected by H.R. 7961 and H.R. 
9279, most of our testimony will be directed at these two bills. How- 
ever, I wish to make it clear at the outset that we believe that the 
philosophy of all of these bills is contrary to the public interest and 
we are opposed to all of them. 

H.R. 7961 and H.R. 9279, though differing slightly in form, would 
accomplish the same results. First, they would amend section 408 
(b) of the Federal Aviation Act by deleting therefrom the second 
proviso. This proviso ero that the Board shall not grant its 
approval to a proposed acquisition of an air carrier by a surface 
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carrier unless the Board finds that the proposed transaction will pro- 
mote the public interest— 

by enabling such carrier * * * to use aircraft to public advantage in its opera- 
tion and will not restrain competition. 

Second, these two bills would add a new section, section 417, to the 
Federal Aviation Act which would provide, in effect, that where a 
surface carrier makes application for a certificate of public con- 
venience and necessity as an air carrier, the application may not be 
denied, or special criteria imposed in passing upon the application, 
merely by reason of the fact that the applicant is a surface carrier. 

H.R. 7960 and H.R. 9280 make similar amendments to the cor- 
responding provisions of the Interstate Commerce Act applicable to 
motor carriers; and H.R. 7962 and H.R. 9281 make similar amend- 
ments to the corresponding provisions of the Interstate Commerce 
Act applicable to water carriers. 

We feel strongly that these proposals are contrary to the public 
interest because they are in direct conflict with long established and 
frequently reaffirmed congressional policy in the important field of 
transportation. 

I would like to make it clear at the outset that the Federal Aviation 
Act of 1958 does not prohibit the entrance of the railroads into the 
field of air transportation. With regard to the acquisition of an air- 
line by a railroad or other common carrier, section 408(b) of the 
Federal Aviation Act simply ee as a condition precedent to 
vn of such transaction by the Civil Aeronautics Board, that it 
Wi 


promote the public interest by enabling such carrier other than an air carrier 
to use aircraft to public advantage in its operation and will not restrain 
competition. 

With regard to the original issuance of an air carrier operating cer- 
tificate to a railroad or other carrier, the Board has interpreted section 
401 and section 2 of the Federal Aviation Act, which deals with this 
subject, as imposing a duty on the Board— 
to limit the entry of a surface carrier into air transportation to operations 
which would enable such surface carrier to use aircraft to public advantage in 
its surface transport operation unless the record of the case were to reveal that 
the public interest required service by a surface carrier regardless of the cir- 
cumstances that it was a surface carrier (American President Lines, Ltd., et al., 
Petition (1947), 7 CAB 799, 804). 

It is clear, therefore, that what the railroads are seeking in these 
bills is something more than limited entry into air transportation. 
It is clear from their testimony before this subcommittee that what 
re want is free and unrestrained entry into air transportation. 

his proposal is in direct conflict with long established and fre- 
quently reaffirmed congressional policy of preserving the independ- 
ence of the various forms of transportation. This policy first found 
expression in the Panama Canal Act of 1912 and it was successively 
reaffirmed in the Motor Carrier Act of 1935, the Civil Aeronautics 
Act of 1938, the Transportation Act of 1940, and the Federal Avia- 
tion Act of 1958. 

The railroads have tried to discount this congressional policy by 
stating that it was enunciated many years ago and the reasons for it 
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have now disappeared. This argument completely disregards the 
fact that while the policy was announced some 48 years ago, it has 
been repeated in four major transportation acts, the last one of which 
is not yet 2 years old. From the viewpoint of congressional policy 
alone, this committee should not give its approval to the bills now 
before it. 

Moreover, these bills are directly contrary to the thoughtful deei- 
sions on the subject of the common ownership of transportation by 
the two principal arms of the Congress in the field of transportation 
regulation—the Interstate Commerce Commission and the Civil Aero. 
nautics Board. 

As I stated above, the Civil Aeronautics Board concluded that under 
the Civil Aeronautics Act surface carriers should be permitted to be- 
come air carriers either by an application for an air carrier certificate 
or through the acquisition of an air carrier, only with respect to those 
operations which would enable the surface carrier— 


to use aircraft to public advantage in its surface transport operation unless the 
record of the case were to reveal that the public interest required service by a 
surface carrier regardless of the circumstances that it was a surface carrier 
(7 CAB 799, 804). 

In the American President Lines case, in which the Board announced 
that decision, it set forth very clearly the reasons which it found 
controlling. The Board stated: 


For the Board would not be justified in closing its eyes to the potential threat 
which the entry of surface carriers into this field would in many cases offer 
to independent air carriers or the effect which such participation might have 
upon the fulfillment of the policies of the act. 

Surface carriers engaging in air transportation would at times be under a 
strong incentive to act for the protection of their investment in surface trans- 
portation interests. Again, by reason of their superior resources and extensive 
facilities for solicitation, such carriers would often be the possessors of powerful 
competitive weapons which would enable them to crush the competition of in- 
dependent air carriers. 


This threat is not peculiar to air transportation, as will be apparent from 
those decisions of the Interstate Commerce Commission which have sought to 
safeguard the development of motor transportation against the unrestricted 
entry of rail carriers into the motor carrier field. 

The Board’s interpretation of congressional intent regarding com- 
mon ownership as embodied in the Civil Aeronautics Act was ratified 
by Congress in enacting the Federal Aviation Act of 1958. 

The ICC has interpreted the Interstate Commerce Act as embody- 
ing somewhat similar limitations on the entry of the railroads into 
the motor carrier field. In the so-called Kansas City (10 Motor Car- 
rier Cases 221 (1940)) and Rock Island (40 Motor Carrier Cases 457 
(1946) ) cases the Interstate Commerce Commission held that under 
the Interstate Commerce Act rail carriers should be permitted to en- 
gage in motor carrier operations only if the service to be performed 
is auxiliary to or supplemental of rail service. 

The fact that the two expert transportation regulatory bodies cre- 
ated by Congress have placed similar constructions upon the acts 
which they administer is, we think, entitled to great weight. 

The proposed bills are also in conflict with policy decisions on the 
subject of common ownership made by the two Departments of the 
executive branch most concerned with this subject. On February 3, 
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1960, the Acting Under Secretary of Commerce for Transportation 
advised this committee : 

the Department does not agree with the proposed policy contained in the six 
pills under consideration today. 

The effects of these bills would appear to be to give carte blanche apnroval 
of common ownership. This would appear to restrict the regulatory agencies 
in their efforts to preserve competition, and possibly frustrate the ba:auced 
and orderly development of our transportation system. 

Moreover, the Department of Justice in antitrust proceedings be- 
fore the Federal courts involving mergers or consolidations of various 
forms of transportation has consistently taken the position that the 
ownership or control by one form of transportation of another form 
of transportation operating a parallel route constitutes a clear viola- 
tion of the antitrust laws. 

We believe that the policy positions of these two important Depart- 
ments are also entitled to great weight before this committee. 

It is also worthy of note that the bills before the committee are 
opposed by every major form of transportation other than the rail- 
roads. The motor carrier industry, the water carrier industry, and 
the airline industry are vigorously opposed to these bills. 

All of these important industries feel that they can do a better job 
for the traveling and shipping public if they are not placed under 
monopolistic control, but remain free to engage in real and healthy 
competition to provide the best service to the public. 

Proposals to change congressional policy enunciated in the Federal 
Aviation Act and the Interstate Commerce Act, to facilitate railroad 
entry into the field of air transportation and truck transportation, 
are not new. The Air Transport Association has argued against such 
proposals on numerous occasions before the Commerce Committees of 
the House and the Senate. 

In retrospect, the airline industry is impressed by the importance 
of having been on the winning side of this argument. We firmly 
believe that the excellent record the airline industry has made during 
the two decades since the enactment by Congress of the Civil Aero- 
nautics Act—culminating in the industry’s transition into the jet 
age—would not have been possible if part or all of the industry had 
been under the control of the railroads. 

Clearly, the remarkable record of progress the airlines, as an inde- 
pendent form of transportation, have written is in the highest public 
interest. 

Under the Federal Aviation Act the air transport industry has 
three basic responsibilities: It must serve the foreign and domestic 
commerce, provide for the present and future needs of the postal 
service, and properly adapt itself to the demands of the national 
defense. 

A very brief review of the airlines’ record of progress under the 
Civil Aeronautics Act and the Federal Aviation Act points up how 
well civil aviation has met its responsibilities. 

The record of progress reflects 21 years of ever-increasing service. 
The airlines’ contributions to foreign and domestic commerce are re- 
flected by bare but bold statisties: an increase in the number of 
certificated airlines from 23 to 56, providing increased service to 722 
cities; more, bigger, and faster aircraft resulting in a fleet of 1,908 
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in 1959, compared to 345 in 1988, offering daily 110,000 available seats 
against only 4,800 in 1938; employment today of 162,000 sharing g 
$1.2 billion payroll, as compared with 13,000 people and a $27 million 
payroll 21 years ago; common carriage of 60 million people in 1959 
as contrasted with the 1,300,000 transported in 1938. 

When the airlines first began to carry the mail, about 95 percent 
of the revenue from postal sales went to the carriers and the re. 
mainder to the Post Office. Today the percentages have been reversed 
and 90 percent of total postal revenues accrue to the Post Office De- 
partment. We are told by them that airmail is the one service that 
provides a profit. 

When we talk of air transportation we are talking about airpower, 
Airpower itself represents the integration of our Air Force, our air. 
craft industry, and our airlines. This trinity has produced one of the 
most revolutionary forces in world history. 

The airlines have committed to the Civil Reserve Air Fleet as mili- 
tary standby in the event of an emergency approximately 300 of their 
most modern, privately financed aircraft, with an estimated value of 
$550 million, saving the Government, in addition, the $350 million 
annually it would cost to maintain such a fleet in a military force, 
The value of this contribution to our security is being increased as 
jet aircraft replace the piston-engine airplanes which now make up 
this national asset. 

I have mentioned briefly the splendid job the airlines have done, 
under independent ones. in meeting their responsibilities to the 
Nation—a job which we feel would not have been done if the industry 
had been surface controlled. I should now like to summarize other 
arguments against the common ownership, or integration—as it is 
sometimes called—of transportation systems. 

Integration leads to creation of transport monopoly. The process 
of uniting rail, highway, water, and air carriers under the same com- 

any or controls would ultimately mean the absorption of most for- 
hire carrying into a few universal transport companies. 

Taking the entire Nation into account, as opposed to the special 
interests concerned, it is clear that the general public interest would 
not be promoted by permitting all modes of transportation to gravi- 
tate into a few general private transport companies with fewer centers 
of control. 

The public interest is much better served by retaining the very con- 
siderable degree of separateness in ownership, operation, and control 
that prevails today among the different forms of transportation. 

The railroads have attempted to discount the likelihood of their 
dominating other fields of transportation, if integration is permitted, 
by stating that, in relation to their nonrail competitors, they no longer 
enjoy the advantage of greater financial strength. 

This statement occurs in the testimony of Mr. Wayne A. Johnston, 

resident of the Illinois Central Railroad, before this committee on the 
instant bills. We are somewhat at a loss to understand what Mr. John- 
ston means by financial strength in the light of the fact that the total 
assets of one major railroad as of December 1, 1958, were $2.4 billion, 


which was about 30 percent more than the total combined assets of 


all of this country’s trunk airlines. 
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This disparity in size and strength points up how correct the 
statement of the Civil Aeronautics Board in the American President 
Lines case was. You will recall that the Board said: 
py reason of their superior resources and extensive facilities for solicitation, 
such carriers [the railroads] have often been the possessors of powerful com- 
petitive weapons which would enable them to crush the competition of inde- 
pendent air carriers. 

Integration would result in the loss of the substantial public bene- 
fits resulting from competition between forms of transportation. 
Such competition has more value as an incentive toward continued 
progress in the art than has competition between like types of car- 
riers employing much the same resources of technology and know- 
how. 

The objective to be sought from the public interest standpoint is 
to provide the best possible transportation at the lowest possible cost. 
It is inconceivable that this objective could be obtained if through 
integration between rail, highway, and air carriers the rail carrier 
were to be given the power to determine what air and highway service 
the public was to receive, and the price at which that service would 
be provided. , 

Integration would force air transport into a surface carrier mold 
instead of permitting it to develop freely. The rapid development 
and expansion of air transportation which I outlined above would 
have been greatly delayed, or even thwarted, if the industry had 
been thrust into the struggles which the integration policy would 
precipitate. ; at ie 

This would subject the airlines to the controversies, traditions of 
management, vested interests, accepted ideas of transport organiza- 
tion, rate and other policies which are the heritage of over a century 
of surface carrier revolution. 

Thus, air transport would not enjoy its present freedom to seek 
its own best methods of development, would have to conform to 
determinations made in the interest of the transport combine. The 
airlines, in exercising their freedom of choice, have evolved patterns 
of organization strikingly different from those of the railroads and 
the highway carriers. 

There are four transcontinental airlines. There are no transcon- 
tinental railroads. Since World War II the airlines have accom- 
plished four major reequipment programs and are now accomplish- 
ing the jet revolution. In 1945-47 the four-engine DC-4 was 
introduced into airline fleets; in 1947-50 the DC-—6, the Constellation 
049, the Martin 202, and the Convair 240 came into service; 1950-53 
saw the introduction of the Boeing 377, the DC-6B, the Constellation 
1049, the Martin 404 and the Convair 340; 1953-58 witnessed the in- 
troduction into service of the DC-—7, the Constellation 1049G and 
1649, the turboprop Vickers Viscount, and the Convair 440. 

Even more striking, of course, is the short time which elapsed be- 
tween the use of jet aircraft for purely military combat operations 
and the introduction of the commercial jet transport. During the 
closing days of World War II the first jet fighters were unveiled. 
By the time of the Korean war the jet had become a full fledged com- 
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bat aircraft. Eight short years thereafter transport jet aircraft were 
serving the public on airline routes. 

_ These four major reequipment programs and the transition into the 
jet age has forced the industry to undertake heavy capital commit- 
ments. During the period 1946-June 30, 1959, the domestic trunk. 
lines spent $2,895 million on new property and equipment. This js 
44 times the net book value of their property and equipment as of year. 
end 1945. Indeed, just in the 314 years 1956, 1957, 1958 and the first 
half of 1959, these companies spent on new property and equipment 
six times the net book value as of year-end 1955. 

Looking ahead, the report entitled “The Status and Economic Sig. 
nificance of the Airline Equipment Investment Program,” dated June 
30, 1958, prepared for the President’s special assistant for aviation by 
Prof. Paul Cherington of the Harvard Graduate School of Business 
Administration, estimated the airline industry’s bill for the jet re- 
equipment program through 1962 at $4 billion. This is more than 7% 
times the industry’s aggregate net profit in 1958 when all the U.S.- 
flag certificated route carriers earned less than $53 million. It is 
more than 50 times the most money the industry has ever earned in 
any single year. 

ims remarkable record of progress whereby four major reequip- 
ment programs and the transition to jet aircraft was accomplished in 
the period 1945-59 is a tribute to the courage and resourcefulness of 
our airlines. It takes real courage to write off aircraft over a period 
of 4 to 7 years so that the way will be clear for the introduction of 
better aircraft. 

Contrast the airline depreciation programs with those of the rail- 
roads, and compare airline managements with railroad managements 
from the viewpoints of progressiveness and aggressiveness. I am 
absolutely convinced that this splendid program of progress would 
not have been accomplished had the railroads run the airlines. 

The price of transportation will not be reduced by integrating air 
and surface carriers. Few if any economies can be realized by merg- 
ing airlines and railroads. In all modes of transportation, much the 
greater part of operating expenses is found in the technical branches 
of the service, identified as operating and maintenance functions. In 
the case of common control of two forms of transportation, these ac- 
tivities would necessarily continue under separate personnel and man- 
agements and without the possibility of any great economies. 

A large degree of separateness would continue in accounting, finan- 
cial and traffic functions also, with but slight possibilities of expense 
reduction in those activities. 

Integration of ownership is not necessary to achieve coordination 
of transportation services. Coordinated air-surface carrier service 
depends little upon the common ownership operation or control of 
carriers. If the patrons of both the airlines and the railroads desired 
the joint services of those forms of transportation, the self-interest 
of the carriers involved could be expected to create the joint arrange 
ments necessary. 

The Federal Aviation Act already provides the statutory basis for 
such joint arrangements. Section 1003 of that act authorizes surface 
carriers and air carriers to enter into arrangements to provide through 
service and to offer joint rates, fares, and charges. 
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The act futher provides for the creation of a joint board composed 
of a like number of members of the ICC and the CAB with jurisdic- 
tion over such through service and joint rates. 

Thus, there is plenty of statutory authority to permit the widest 
type of flexibility through integration of service and the institution of 
‘oint rates and charges, in all cases where such joint action is needed 
in the public interest. In a thoughtful speech on this subject to the 
Traffic Club of Baltimore in 1944, then-Senator Truman stated in 
part: 

When we speak of integration, I think we should be clear about exactly what 
that means. Integration of operation or coordination between various modes 
of transport, through such relatively undeveloped methods as standardized and 
unit packaging and mechanical transshipment is one thing, but integration of 
ewnership is another. 

Because improved integration and coordination of modes of transport will 
result in improved service and reduced cost to the shipper and is, therefore, de- 
sirable, it does not follow that such integration can be achieved only through 
integrated ownership. Our entire history runs contrary to such a proposition. 

An excellent example of coordinated air-ground service is found in 
theairfreight field. Unlike the railroads, the airlines did not even con- 
sider attempting to operate an airfreight service without providing 
local pickup and delivery. 

When the airfreight system was established shortly after World 
War II it was promptly accompanied by the activation of a corpora- 
tion called Air Cargo, Inc., whose job it was to provide local pickup 
and delivery all over the country. Thus, it provided by contract with 
more than 350 local cartage operates, and it is on this basis that the 
airlines are able to provide door-to-door service to 5.000 domestic 
points, although the airlines themselves operate into 722 cities. 

Established transportation companies in the past have not been will- 
ing to risk management and capital in the development and exploita- 
tion of such new devices as the airplane in its early development 
phases; rather, they have become interested when it was evident to all 
that the new mode was “here to stay” and the impulsions have been 
to reduce competition and to obscure managerial problems in their 
principal lines of endeavor with profits from and public interest in 
the new devices. 

It is clear that what the railroads seek in supporting the six bills 
before the committee is a lowering of the present standards for deter- 
mining what integration or common ownership is in the public inter- 
est. Congress has considered this matter many times in the past and 
has rejected these proposals. 

Moreover, they are contrary to the decisions of the Interstate Com- 
merce Commission and the Civil Aeronautics Board, and to the policy 
pronouncements of the Department of Commerce and the Department 
of Justice. 

They are vigorously opposed by all forms of transportation other 
than the railroads. As applied to the air transport industry they 
would clearly be adverse to the public interest. For these reasons we 
strongly urge the committee not to approve any of the bills now before 
it. 

Mr. Jarman. Mr. Springer ? 

Mr. Sprincer. Mr. Stephen, do you feel that it would be against the 
public interest for a railroad to acquire an airline? 
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Mr. SrerHen. No, Mr. Springer; I do not think that question could 
be answered categorically. I think that the standard of determination 
provided by the Federal Aviation Act is adequate. 

In other words, the door is open to a railroad to acquire an airline jf 
the Civil Aeronautics Board determines that it is in the public interest 
and if the Civil Aeronautics Board determines, as provided under see. 
tion 408(b), that it will not restrain competition either in the railroad 
field or the airline field, and that the railroad can use the airline to 
advantage in its surface operation. 

As I understand it, what the Board has meant, or the way the Board 
has construed the last requirement would be some logical kind of serv. 
ice such as end-to-end operation, a limited airline service from the end 
of a railroad line to some other point. 

Paralleling routes, I think, if they were likely at all, which we think 
they would not be—— 

Mr. Sprincer. I did not understand you. 

Mr. StepHen. I say, paralleling routes, a railroad acquiring a paral- 
lel airline route, I think if that is likely at all, which I do not think 
it would be—I would doubt that you would have much paralleling— 
if it were to be proposed, I ee suppose that the Cinit Aeronauite 
Board would be inclined to view a paralleling route as not being in the 
public interest under those two standards. 

Mr. Springer. How many routes do you have or how many certifi- 
cates have been granted between Washington and Chicago? 

Mr. SterHen. I am not certain of the exact number. 

Mr. Springer. There are Capital, TWA, American, United. 

Mr. Sternen. I believe four is correct. 

Mr. Springer. Suppose Capital was to fold up tomorrow. Do you 
believe that it would be against the public interest if a railroad acquired 
Canital Airlines and proceeded to operate it ? 

Mr. Strepuen. I think it would be against the public interest ; yes. 

Mr. Sprincer. Can you tell me why ? 

Mr. SterHen. As we stated in our general statement, Congressman, 
if a railroad acquires a major trunkline between major points, we feel 
in the first place it would not tend in the long run to serve the best 
interests of the traveling public because the operation of such an 
airline inevitably is going to reflect railroad considerations. 

We feel that one of the reasons that the airlines have made the 
tremendous strides they have in terms of capturing the traveling pub- 
lic’s loyalty has been Saas of its aggressive policies. We fee 
that that, in turn, has been enabled because of the relative freedom 
of the airline management to follow new lines of thinking and to take 
quick, early advantage of new technical developments. 

We are simply not persuaded that railroad management could be 
expected in the long run, trying to integrate such an operation into 
railroad operations, to provide the same sort of service to the public. 
That is from the public side. 

Mr. Sprrncer. Would you have a feeling that the railroad would 
not provide adequate service if they were to acquire Capital Airlines; 
that is, adequate and competing service ? 

Mr. SrepHen. I would not want to say they would not provide an 
adequate service. 

Mr. Sprincer. An adequate competing service. We will pin it 
down a little tighter. 
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Mr. SterHeN. I think I would answer that this way: yes, that we 
would not feel it would provide an adequate and competing service. 

Mr. Sprrncer. If it did not provide an adequate and competing 
service, is it not likely that it would succumb? 

Mr. StePHEN. Not necessarily. I suppose, without taking Capital 
Airlines as any concrete example, but ane any trunkline that might 
be acquired by a railroad, I suppose for one thing if the Civil Aero- 
nautics Board could be satisfied by the railroad owner that subsidy 
for such an operation were required, I suppose it would be as entitled 
to subsidy as any other, regardless of its railroad ownership, for one 
thing. 

F oe another, I am not sure that it would succumb. The railroad, 
for one thing, I think might be expected to make a secondary use of 
the airline for many purposes. 

Mr. Sprincer. What secondary purpose? 

Mr. StePHEN. Such secondary purposes, for example, as tax uses. 
T can see the possibility. I can see the railroad possibly operating the 
airline for the purpose of taking certain or deriving certain tax bene- 
fits from it in their overall operation. 

Once again, simply pointing up the fact that the railroad is simply 
in our judgment not going to be operating the airline just as an airline, 
it is going to be operating it to the extent and in the method which 
will fit it in with their rail operations. 

Mr. Sprincer. Actually, as a matter of fact, Mr. Stephen, there is 
not any more serious competition in the entire country, is there, than 
between Washington and Chicago? 

Mr. SterHen. Yes; I think there is much more serious. 

Mr. Sprincer. New York to Chicago is about the only other one 
that has keen competition. 

Mr. SterHeN. I would certainly call it keen; yes, sir. 

Mr. Sprincer. You would put those two at the very top in com- 
petition in this country ? 

Mr. SteruHen. No; I would not. 

Mr. Sprincer. What one would you put? 

Mr. SterHEN. I suppose possibly Tampa-Atlanta or Miami-Atlanta 
and Washington-New York, in terms of the number of carriers cer- 
tificated to operate in those segments. 

Mr. Sprincer. I am talking about the number of passengers. 

Mr. StepHen. Number of passengers, certainly. 

Mr. Sprincer. There are no other two routes in the country in more 
keen competition for service than those two? 

Mr. Steruen. I think that is correct; yes. 

Mr. Sprincer. In terms of number of passengers and seeking the 
traffic which is there, and which is sizable. Is that correct? 

Mr. Steruen, Yes. 

Mr, Sprrncer. It is those two. Do you feel that a railroad having 
acquired Capital could continue to operate it at a loss? 

Mr. SterHen. I must say yes; I think they could. 

Mr. Sprrncer. Do you think they would? 

Mr. Sreruen. I think they well might. They have operated their 
own facilities at a loss. There is no reason why they would not operate 
an airline at a loss. 

Mr. Sprincer. Do you think they would take on another facility 
and operate it at a loss? 
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Mr. Srepuen. I have no reason to think they would not. I will] 
put it that way. 

Mr. Sprincer. From the railroad testimony I have heard here, that 
is the last thing in the world that a railroad wants to acquire—a dead 
duck. They are getting rid of their dead ducks at the present time, 
and they are trying to combine some that are decent with some that 
are dead ducks in an effort to see if they cannot work the thing out. 

But the last thing I can visualize as I watch the railroad industry 
is that they are going to acquire more dead ducks to take on losses, 
That certainly does not seem plausible. 

Mr. STEPHEN. No; it does not seem plausible. 

Mr. Sprrncer. Maybe there would be no railroad interested in this 
kind of an operation, but in view of what has been happening in the 
last 72 hours, here would be an opportunity for someone to enter that 
no one else would want. 

This would mean, possibly, that you would have only three lines 
carrying from here to Chicago, and that might be all that the public 
interest would require. But you would at least remove that much 
competition. They have been carrying more passengers by far than 
any other airline between Washington and Chicago in the last few 
years. Apparently they have been carrying those at a loss. 

This is just a question in my mind, whether it is in the public inter- 
est to take an airline out of circulation, which looks like they may 
possibly be doing in the next few weeks. 

There is a second matter: What do you find in the way of coopera- 
tion of railroads with you in the handling of freight ? 

Mr. SterpuHen. We do have, of course, a number of programs in 
effect now in the handling of freight. Most of the arrangements with 
the airlines are with motor carriers, but there are some in the case 
of railroads. I think Mr. Durand might provide the details of that. 

Mr. Duranp. I think, Mr. Springer, that the record shows that 
there is not a great deal of cooperation between the rail carriers and 
the airlines in the handling of either passengers or freight. 

Mr. Springer. I am talking only about freight. 

Mr. Duranp. I would say there is practically none. 

Mr. Sprincer. In the freight forwarding business, what has been 
done in the freight forwarding business between New York and the 
west coast in the last 18 months? 

Mr. Duranp. Well, there are a number of airfreight forwarders 
which have been recognized by the Civil Aeronautics Board and given 
authority to operate. There is a large airfreight forwarding busi- 
ness. But it is done by companies which specialize in the consolida- 
tion of air shipments. They are not surface freight forwarders. 

Mr. Sprincer. Let me ask you this: What about in the freight for- 
warding business, especially in piggyback and semipiggyback, and 
the container business, of the railroads from New York to San Fran- 
cisco and from there on by freight ? 

Mr. Duranp. I do not believe I understand that question, sir. 

Mr. Sprincer. Is it not a fact that you have been, in this container 
business, forwarding freight transcontinentally the last few months 
to the west coast in containers in packages whereby they could be 


transferred directly from railroad cars to air freight out to the 
Pacific? 
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Mr. Duranp. Mr. Springer, I think our chief program in containeri- 
zation has been in the field strictly of air transportation. The airlines 
have perfected a very light container in which shipments can be 
consolidated for the benefit of the shipper and they are placed on the 
aircraft. 

Then they are flown to the west coast and then there is delivery by 
atruck. We have also perfected the —— 

Mr. Sprincer. I am not talking about that. I am talking about 
freight carried by railway from the east coast to the west coast and 
containers transferred to air cargo on out to the Pacific. 

Mr. Duranp. I do not know of any such widespread operation. 

Mr. Sprincer. That is all, Mr. Chairman. 

Mr. Duranp. May I say one thing, Mr. Chairman, if I may supple- 
ment just a little bit Mr. Stephen’s answer on the Washington-Chicago 
question. ' 

You asked the question, Mr. Springer, would it be in the public 
interest to allow a railroad to acquire a certificate, an air carrier’s 
certificate, between Washington and Chicago, and Mr. Stephen said 
quite correctly it would not. 

I would like to add two other reasons why it would not be. In the 
first place, if you gave a certificate to operate that route to a major 
railroad, and we used in our testimony one major railroad with com- 
bined assets of $2.4 billion, that railroad would have combined assets 
of two or three times the combined assets of all the air carriers oper- 
ating between Washington and Chicago, even though those happen to 
be pretty big ones. 

They would be little boys playing with a big giant. That gives the 
railroad a number of advantages. It enables that railroad for some 
time to lower the fares to a place where they perhaps would not be 
economic fares. It is true that the CAB has the authority to super- 
vise rates and charges, but the CAB believes very strongly in the free 
play of competitive forces. 

So we could not look to the CAB; we could not rely on the CAB 
to do anything about that for some time. In the second place, if 
a railroad got that route, it seems to me that it would have such an 
advantage over other railroads that the regulatory agencies would 
have to permit other railroads to acquire similar operating routes. 

Once you open the door by letting one railroad get into the air 
transportation business, in all fairness you are going to have to let 
other railroads get in. The railroad industry, even though we have 
heard a lot about how troublesome the times are, it is a gigantic in- 
dustry compared with ours, and we think a very distinet possibility 
is once you open the door and let a railroad into a true airline opera- 
tion, which competes with other airline operations and other railroad 
operations, you would eventually have ownership of the airlines by 
the railroads. 

Mr. Sprincer. Mr. Stephen, I have one more question. 

On page 13 of your statement, the fifth line from the bottom, you 
say : 


Moreover, they are contrary to the decisions of the Interstate Commerce Com- 
mission and the Civil Aeronautics Board, and to the policy pronouncements 
of the Department of Commerce and the Department of Justice. 
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Are you saying, as a lawyer, that such a combination would be 
in restraint of trade or in violation of the antitrust law ¢ 

Mr. Stzruen. I think there have been such positions taken by the 
Department of Justice, Mr. Springer. 

Mr. Sprincer. With reference to this particular matter ? 

Mr. Srepuen. No; not airline ownership by railroads, as such, if 
that is what you have in mind. Not airline ownership by rail- 
roads. 

Mr. Srrincer. It is my understanding it is not in restraint of trade 
and not in violation of any presently existing antitrust laws. 

Your statement is a little general, although I have pinned it down, 
But if there are any such statements that it is, of course, I would like 
to have that, because that is something for this committee to con- 
sider. 

Mr. STEPHEN. By “it” you mean specifically ? 

Mr. Springer. I do not think you can say it is in violation unless 
they made the statement. It is my understanding that it is not, that 
such a thing, per se, is not. 

Mr. SrepHeN. That is correct. Certainly it is not, per se, a vio- 
lation of the antitrust laws to have an airline owned by a railroad, if 
that is your question. 

Mr. Sprincer. That is all. 

Mr. Jarman. Mr. Durand, would you identify yourself for the 
record ? 

Mr. Duranp. I have for the record, Mr. Chairman. 

Mr. Jarman. Mr. Avery ? 

Mr. Avery. Mr. Stephen, I think you have made a very interesting 
statement. I am very favorably impressed with most of the things 
you have said. 

Could you tell the committee what proportion the nonpassenger 
revenue is to the trunklines; that is, of their total revenue ? 

Your associate can respond to that question if he wishes. 

Mr. SterHeENn. It is between 10 and 15 percent, Mr. Avery. I think 
the most recent figure is around 14 percent. 

Mr. Avery. We can assume, then, that other than that 10 or 15 
percent can be earned by freight and mail traffic ? 

Mr. SterHen. Yes. 

Mr. Avery. We can assume there is no subsidy involved as far as 
the trunk carriers. 

I have one further question. 

On page 9A, at the beginning of that new paragraph, you make 
the statement : 

Integration would force air transport into a surface carrier mold instead of 
permitting it to develop freely. 

Just what did you have in mind in that phrase ? 

Mr. Steruen. The answer which I gave to Congressman Springer 
in the illustration which he posed, I think, is what was meant. here. 
The railroads have indicated in the past in terms of their public 
statements in connection with acquiring airlines that they would en- 
vision airline operations by the railroad to fit into their railroad 
pattern. 

In other words, as I understand the position they have taken, it is 
that they do not argue with what the Civil Aeronautics Board has 
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said in its policy decisions on this subject, whereby the airline would 
have to be used as a part of the pattern of overall transportation. The 
railroads have indicated that they accept that condition. 

If they do, what we are suggesting is that a railroad will be more 
motivated by the requirements of the railroad side of its operation in 
terms of showing a profit or trying to show a profit, or offsetting it as 
a tax consideration, or the strictly private business considerations by 
railroad management, than a corresponding airline management 
would be that has no external impediment of that kind. 

Mr. Avery. To support that contention, wouldn’t you have to as- 
sume that the railroads would have control over all the airlines, that 
the railroad industry would have to have control over all airlines? _ 

Mr. Sreruen. I suppose to be fair you would have to say that this 
would be the ultimate result if this were established as a trend, sub- 
ject to one other point, I think, which would be this: I think Mr. 

urand’s response to Mr. Springer’s question pointed up that a rail- 
road that were permitted to operate an airline would not have to 
operate that airline at a profit for at least tworeasons. 

In the first place, depending on the railroad, the airline might be 
the losing part of its business; secondly, it is conceivable that it would 
be entitled to subsidy no differently than if it were a solely airline- 
managed airline. 

But apart from that, the point is that the railroad in any event 
could manage the airline in such a way as to make its policies subject 
principally to the requirements of the railroad. In other words, they 
are not under any compulsion to show a profit from the airline opera- 
tion. 

Mr. Avery. Of course, that is right; but it is hardly consistent or 
reasonable to assume, as Mr. Springer pointed out, that the railroad 
industry or any other industry is going to seek an investment that 
would not be profitable. We have to assume they want to operate it 
at a profit, and if they are going to operate it at a profit, they have 
to be competitive with other airlines or competitive in service. 

Mr. SrepHen. Of course. But what I really meant was that you 
might have something short of legal, unfair competition. I was not 
speaking of unfair competition in the sense of legal status of unfair 
competition. But you might have, as Mr. Durand points out, if the 
railroad operated the fourth carrier between two points, it might well, 
by reason of its great resources and the lack of necessity of showing a 
profit from the airline operation alone, might well cut rates between 
those two points to such an extent that the other airlines could not 
compete. 

Mr. Avery. Is there ever a differential on rates between the same 
two points between the airlines? 

Mr. Sreruen. There always is to start with. Some carrier always 
propounds a new fare for the first time, and, of course, all he has to do 
is to get the Civil Aeronautics Board to approve. This has been the 
almost inevitable result, that the other carriers are driven down to 
the lowest rate. 

_ Mr. Avery. Is it not a criterion of the Civil Aeronautics Board that 
it must not be less than the cost of operation ? 


Mr. Stepuen. Presumably so. That is a complicated subject, how- 
ever, 
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Mr. Avery. In view of the time, Mr. Chairman, I do not think we 
should explore that. 

Mr. Sreruen. Theoretically so, I will say. 

Mr. Avery. Thank you. 

Mr. Jarman. Thank you, gentlemen. 

Mr. Steruen. Thank you. 

Mr. Jarman. Our final witness today is Mr. Clarence D. Todd, 
attorney at law here in Washington. 

Mr. Todd and I were in college together a number of years ago, and 
I will say it is a personal pleasure for me to welcome him. 


STATEMENT OF CLARENCE D. TODD, GENERAL COUNSEL, CONTRACT 
CARRIER CONFERENCE, AMERICAN TRUCKING ASSOCIATIONS, 
INC. 


Mr. Topp. Mr. Chairman, I realize the hour is late. My name is 
Clarence D. Todd: 
Mr. Avery. Mr. Todd, our distinguished colleague from Okla- 
homa has made mention of the fact that you were schoolmates to- 
gone a very few short years ago, I would conclude. I would only 
ope that you, in your capacity as general counsel for the Contract 
Carrier Conference of the American Trucking Associations, Inc., are 
making as fine a contribution in your capacity as Mr. Jarman is to the 
Congress of the United States and his service on this committee. 

Mr. Topp. I hope Iam doing that. Iam not sosure that is true. 

Mr. JARMAN. I’m grateful to my colleague for his kind words. You 
may continue, Mr. Todd. 

Mr. Topp. I am representing the Contract Carrier Conference of 
the American Trucking Associations, and this branch of our business 
is made up primarily of relatively small businessmen. 

As a matter of fact, almost by definition under the Interstate 
Commerce Act, the carriers, of necessity, are limited to a few shippers. 

For many years the rail carriers did not show a great deal of 
interest in getting into the contract carrier business. They did have 
some few, very limited operations of this type. Along in 1955 they 
sought authority to serve a General Motors plant out on the west 
coast in the delivery of new automobiles through one of their subsid- 
iary companies, the Pacific Motor Trucking Co. The Interstate Com- 
merce Commission granted that authority. 

The problem that we have is a little different, I believe, than what 
has been discussed before, for under the Interstate Commerce Act, in 
section 210 of the law, a common carrier by motor vehicle may not own 
a contract, carrier by, motor vehicle, or vice versa, unless the Com- 
mission finds that it is in the public interest. 

Practically universally the Commission has said in these dual opera- 
tion cases that even though there is no apparent discrimination or in- 
tention on the part of the carrier to discriminate, there is always the 
possibility of discrimination, because, of course, the contract carrier 
does business with his customer under contract and is not obliged to 
serve the general public. 

For this reason the Commission has required any common motor 
carrier, if acquiring a contract carrier, to delete from the common 
carrier authority whatever authority it gets as a contract carrier. As 





————— as 








aE 





TRANSPORTATION DIVERSIFICATION 369 


a matter of fact, in a number of cases the Commission has simply 
denied the contract carrier authority altogether rather than to take out 
of the common carrier certificate any operating rights. 

In the Pacific Motor Transport case, the Commission did take out 
the right to haul new automobiles from the carrier’s certificate, but 
it placed no limitations on the authority of the railroad to transport 
new automobiles as a rail carrier. 

So the possibility of discrimination and unfair competitive prac- 
tices, which the Commission has condemned in the past and which 
part II of the Interstate Commerce Act under section 210 is designed 
to avoid, can be accomplished through the use of the motor carrier 
and the railroad service. 

I think this possibility is particularly important to the motor carrier 
industry, in fact to the entire transportation industry, and to the 
public generally at this particular time when the railroads are 
utilizing the so-called piggyback service. 

Of course, that service comes pretty close to the type of service 
that a motor common carrier performs. The only thing really that 
has restrained the railroads from getting into the contract motor 
carrier business to a greater extent is section 5(2)(b) of the act, 
which the bills now pending before this subcommittee would eliminate, 
which would give the railroads a free hand in conducting a discrimina- 
tory contract carrier service for one or a few large shippers and not 
offering that service to the general public. 

By way of illustration, I would like to point out that contract 
carriers to a large extent deliver, groceries from warehouses to retail 
stores. If a railroad had that authority as a contract carrier, it 
could charge a relatively low rate to the shipper who was using the 
service for the contract carrier service and use that as a basis for 
attracting the freight of that shipper to the railroad. 

Of course, it would be to the benefit of the one shipper using the 
contract carrier’s service to have that type of an arrangement with 
the shipper. But it would be to the detriment of its competitors 
for the shipper to have that type of service. 

We believe that when Congress passed the Motor Carrier Act of 
1935 and put in section 210 that it did so to avoid this type of situa- 
tion between the motor carriers. 

Certainly the opportunities for discrimination and unfair com- 
petitive practices are far greater where a railroad could use a contract 
carrier for these purposes. 

That concludes my statement, Mr. Chairman. 

(Mr. Todd’s prepared statement follows :) 


STATEMENT OF CLARENCE D. Topp, GENERAL COUNSEL, CoNTRACT CARRIER COoN- 


FERENCE OF THE AMERICAN TRUCKING ASSOCIATIONS, INC., CONCERNING H.R. 
7960 anp H.R. 9280 


Mr. Chairman, my name is Clarence D. Todd; I am general counsel of the 
Contract Carrier Conference of the American Trucking Associations and have 
held this position for the past 21 years. 

The Contract Carrier Conference is a nonprofit trade association dedicated to 
protecting, promoting, and fostering the best interests of contract motor carriers. 

The motor carriers which our conference represents by and large are small busi- 
hessmen and by definition in part II of the Interstate Commerce Act may only 
serve one or a limited number of shippers. Both by reason of their size and 
by reason of statutory definition, their businesses would be very susceptible 
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to diversion to rail carriers if the rail carriers were not by law limited with 
respect to their participation in the motor carrier business. 

For many years the rail carriers made no effort to participate in motor con. 
tract carriage, even though they were busily engaged in invading the motor 
common carrier field. It was not until some time in 1955 when the Pacific 
Motor Trucking Co., a subsidiary of the Southern Pacific Railroad, sought 
authority to transport new automobiles for the General Motors Co. that the rail. 
roads attempted to invade the contract carrier field. The Contract Carrier 
Conference opposed the effort, but the Interstate Commerce Commission saw 
fit to grant the railroad subsidiary the necessary contract carrier authority 

Section 210, part II, of the Interstate Commerce Act prohibits motor carriers 
from holding common and contract carrier authority without the Commission 
finding that such dual authority is consistent with the public interest and the 
national transportation policy. It has been extremely difficult, if not impossible, 
for motor carriers to obtain dual authority, largely because the Commission hag 
held in numerous cases that even though there is no evidence in the record that 
the carrier has or would discriminate between shippers if the dual operation 
were authorized, the possibility still exists. In many cases, the Commission 
has refused the dual operation in its entirety. In others, it has permitted the 
dual operation, but only if the carrier will eliminate from the common carrier 
certificate the commodities which it may transport as a contract carrier. The 
latter was the decision of the Commission in the Pacific Motor Trucking Co, 
case. However, the Commission did not impose any restrictions upon the parent 
railroad. Therefore, the Southern Pacific Railroad may transport new auto- 
mobiles for the general public as a common carrier by rail and as a contract 
carrier by motor vehicle. 

The possibility of discrimination and unfair competitive practices prohibited 
by thenational transportation policy are far more likely to occur where a rail- 
road may serve the shipping public as a common carrier and certain shippers 
as a contract carrier. This is particularly true with the advent of the trailer- 
on-flatear services now being conducted by the rail carriers. Certainly if it is 
in the public interest to prevent motor carriers from operating in a dual ca- 
pacity, it is likewise in the public interest to prevent railroads from doing the 
same thing. 

The proviso in the third sentence of section 5(2)(b), part I of the act has 
restrained railroads from acquiring motor carriers. If this restraint is com- 
pletely eliminated: as proposed in H.R. 7960, the rail carriers will, in all prob- 
ability, seek to acquire contract carriers and with their vast resources and 
common earrier services, will undoubtedly be able to force most of the contract 
carriers out of business entirely. 

It is quite apparent that the rail carriers are attempting by every means avail- 
able to them to reestablish the monopoly which they once held on transporta- 
tion. Undoubtedly, the provisions of section 5(2)(b) have deterred the rail 
carriers’ efforts in this direction. To eliminate this deterrent would not be in 
the public interest. 


Mr. Jarman. Mr. Avery? 

Mr. Avery. I do not believe I have any questions. Thank you. 

Mr. Jarman. Thank you, Mr. Todd. 

There are no other witnesses scheduled for today. 

At this time, without objection, the prepared statement of Mr. 
Albert P. Heiner, vice president, Kaiser Steel Corp., will be included 
in the record; also, a statement of Mr. William H. Ott, general traffic 
i Kraft Foods, will, without objection, be included in the 
record. 

(The statements referred to follow :) 


PREPARED STATEMENT OF ALBERT P. HEINER, VICE PRESIDENT, KAISER STEEL CorP. 


My name is Albert P. Heiner. I am vice president, public relations and traffic, 
Kaiser Steel Corp., 300 Lakeside Drive, Oakland, Calif. 

I am actively engaged in the traffic and transportation field and have a very 
sincere interest in the proper development and growth of the trausportation 
industry in the United States. In this regard I am president of the American 
Society of Traffic & Transportation and am also a member of the Transporta- 
tion Council of the Department of Commerce. 
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My statement, however, is strictly on the behalf of the Kaiser Steel Corp. 
and it is not my intention to represent any other organization. : 

Kaiser Steel Corp. operates the largest fully integrated steel mill west of the 
Mississippi River at Fontana, Calif., approximately 45 miles east of Los Angeles, 
Calif. We also have three steel fabricating plants in California; an iron ore 
mine and limerock quarry in southern California; and coal mines in Utah and 
New Mexico. We have capacity to produce 3 million ingot tons of steel annually. 
Our products are sold throughout the western United States and in the export 
market. ; 

Kaiser Steel Corp. is a large user of all types of surface transportation. For 
example, in the year 1959—which was a year of reduced business activity due 
to a prolonged steel strike—Kaiser Steel’s total rail freight bill was approxi- 
mately $29.5 million; our total truck transportation bill for the year 1959 was 
approximately $3 million; and our total water transportation bill for the year 
1959 was approximately $3 million. Needless to say, then, we are deeply inter- 
ested in stimulating and promoting the best possible surface transportation 
both for our company and for our customers. 

I am presenting this statement on behalf of Kaiser Steel Corp. to indicate 
that we are in favor of the enactment of the three transportation diversification 
bills—S. 1353, S. 1854, and 8S. 1855. We believe passage of these bills would 
constitute a definite step forward in the direction of improving transportation 
efficiency. We believe that the opportunity for one type of carrier to enter into 
another kind of transportation would bring about a reinvigoration of competi- 
tion to the advantage of the shipping public. 

There are several reasons why Kaiser Steel holds these views: 

1. These three bills would grant carrier managements the freedom to decide 
for themselves what would be in their own best interests and what would be 
in the best interests of the shippers they serve or desire to serve. It has been 
our experience that a restriction upon managerial discretion is actually a 
restriction upon efficiency and a restriction upon competition. 

2. We think the key to progress in any company is an alert, aggressive man- 
agement. We know this to be true in manufacturing companies, and we are 
equally sure it must be true in transportation companies. Management, there- 
fore, should have the fundamental responsibility to decide what new and differ- 
ent things should be done from time to time to keep a company operating at a 
profit. Management should be free to keep the company flexible enough to meet 
the constant changes in a competitive society. Any limitation upon that free- 
dom—for the purpose of providing an umbrella over another company or another 
type of company—is an infringement upon managerial discretion and, therefore, 
in our opinion will inevitably involve certain inefficiencies. 

Furthermore, we think such limitations tend to serve as an excuse for 
management deficiencies or failures. The railroads have so consistently, and 
for such long periods of time, complained about the so-called unfair advantages 
truck companies enjoy over them, that many railroad managements have 
tended to explain away their own deficiencies on these grounds. With passage 
of these bills, allowing the rail carrier to enter modes of transportation other 
than rail, rail managements would have to prove their right to run their com- 
panies on the merits of their own efforts and not on the claim that someone 
else had an unfair advantage. 

3. The third reason why we favor these bills is that we believe they will 
serve to reinvigorate and rejuvenate competition in the transportation industry. 

The essence of competition is the right of an individual or a company to 
make a unilateral decision. If that right exists only because another individual 
or company is denied an equivalent right, then we don’t have true competition. 

We are aware of the widely held view in opposition to these bills on the 
ground that large transportation systems would buy up the smaller companies, 
thereby reducing competition and paving the way for higher freight rates 
under a monopoly setup. We do not share this fear. We think the resulting 
competition between the larger systems, and between all sizes of companies, 
would be very real and very intense indeed. 

Furthermore, we cannot conceive that it would mean the end of trucking 
as we know it now. There are certain kinds of transportation which a big 
system of transportation could never handle as efficiently as a smaller opera- 
tion. We have found that to be the case with the small contract truckers who 
serve our plants. They offer a personalized, custom-built service so tailored 
to our needs that we have never seriously considered buying our own trucks. 
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We will always insist on the right to do business with this kind of organiza. 
tion. We wil! always fight for the right for any individual to enter the trucking 
business if he so elects and if he thinks he can offer us better service than we 
might be getting from any other source. 

On the other hand, if a truck company exists only because of restrictions 
imposed upon a competitor, then it is clearly not the most efficient transporta- 
tion to which a shipper is entitled. A truly efficient operation is the strongest 
competitor. While there, of course, will be some transportation realinements 
if these bills are passed, one of the main effects will be, in our opinion, a 
challenge for further improvement and further strengthening of the more 
efficient trucking companies already in existence. 

4. The final reason why we favor passage of these bills is that we believe 
integrated transportation will in certain situations make it possible to offer 
improved service at lower rates. 

A factor in this is the opportunity for a larger transportation system to 
arrange a better balance of loads. Empty movements of railroad cars or trucks 
are costly. If through coordinated scheduling of traffic movements a carrier 
is able to reduce empty truck or rail car movements, then important savings 
will result. In some cases this might take the form of returning empty truck 
trailers on railroad cars. 

Another factor might be the more efficient use of existing facilities such as 
loading docks, station facilities, truck yards, etc. Many transportation facilities 
of this kind are not fully utilized today. And many of them lend themselves 
to joint use of both truck and rail operations. This could eliminate the need for 
duplication of many of these facilities as is the case today. 

There could aiso possibly be some streamlining and simplification of account- 
ing, recordkeeping, tariff publishing, and other such functions. In addition, 
financing for new facilities and equipment might be more readily arranged and 
at lower costs. 

CONCLUSION 


It is our conviction that transportation preblems should be analyzed with 
primary regard to future needs and not to past conditions. 

The fact that monopoly existed in the transportation industry 73 years ago 
cannot determine what is best for the industry today. The fact that restrie- 
tions were imposed on railroads in the 1930's and 1940’s by the Interstate Com- 
merce Commission in an effort to protect the young trucking industry should 
likewise not be controlling. 

Both of these conditions have changed. There is no monopoly of transporta- 
tion today and the trucking industry is growing so fast that we need not fear 
as to its future. 

Practically everyone recognizes there are advantages to “coordinated” trans- 
portation. But the hope seems to be to accomplish this coordination while still 
maintaining separate ownerships among the different types of owners. In many 
cases this will come about, but in the vast majority of situations it is not realistie 
to expect the full benefits unless there is an opportunity—not a requirement—for 
single managements to offer the coordinated services. 

If there is no actual benefit from such coordinated service then it will not 
replace any transportation we know now. If there is a benefit either in service 
or costs then it should not be denied the shipping public. 

Thank you very much for giving me this opportunity to present the views of 
Kaiser Steel Corp. 





STATEMENT OF WILLIAM H. Ort, ON BEHALF OF THE NATIONAL INDUSTRIAL 
TRAFFIC LEAGUE 


My name is William H. Ott. .I am general traffic manager of Kraft Foods, 
Chicago, Ill. I am president of the National Industrial Traffie League which 
maintains its office at 711 14th Street NW., Washington, D.C., and T respectfully 
submit the following statement of the league’s position opposing enactment of 
three bills, H.R. 7960, H.R. 7961, and H.R. 7962, all relating to common owner- 
ship or control of various modes of transportation. 

The National Industrial Traffic League is a national organization of those 
directly and individually engaged in the shipment and receipt of commodities, 
including also chambers of commerce, boards of trade, and similar commercial 
organizations likewise having substantial interest in transportation matters. 
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The league represents those who actually ship and receive freight, the payers of 
fransportation charges ; it has no carrier membership. Membership comes from 
all parts of the United States and from every line of industrial and commercial 
activity. The company by which I am employed is a member. The league is a 
promoter of sound economical transportation and is vitally interested in an 
adequate, efficient, and economical national transportation system privately 
owned and operated and in the particular carrier agencies which go to make up 
that system. 

Your committee has before it three bills, H.R. 7960, H.R. 7961, and H.R. 7962, 
all on the subject matter of common ownership or control of different modes 
of transportation. As a group these three bills would elimiate present statutory 
restrictions on such common ownership or contro], with the single exception of 
water carriage through the Panama Canal, and permit any carrier otherwise 
qualified to perform other types of transportation service, rail, water, motor, or 
air. 

The broad policy of the National Industrial Traffic League provides: 

“It should be permissive by law for one form of transportation to operate 
through ownership or contractual arrangements other forms of transportation 
for the purpose of providing a complete transportation service for the publie. 
Such arrangements should be subject to a requirement that they must not un- 
duly restrict competition. Carriers should be permitted and encouraged to co- 
ordinate their services within a single field and between different fields to the 
end that each carrier will transport the traffic and perform for the public the 
service for which it is best adapted.” 

At the November 1959 annual membership meeting the above statement was 
reaffirmed and amplified by the addition of the following paragraph: 

“No proposed acquisition of ownership or coordination should be denied solely 
on the ground that the carriers are in different fields, as rail and motor, rail and 

rater, motor and water. It is highly essential, however, that the statute re- 
quire the maintenance of competition and preserve the Commission’s power to 
impose restrictions. The statute should qualify this power by providing it shall 
not be exercised ‘unless and to the extent that the Commission finds, on the 
evidence after hearing, that such denial, terms, conditions, or limitations are 
necessary to prevent undue restraint of competition.’ ” 

The league urges that legislation is needed to make possible a greater degree 
of common ownership of carriers in different transportation fields, at least in 
the field of highway transportation. However, the three bills under considera- 
tion are deficient in that they wholly fail to provide any safeguards for the 
maintenance of competition. The maintenance of competition is the heart of 
the league’s policy statement quoted above. For lack of such a requirement and 
for lack of regulatory machinery to see that the requirement is observed, the 
league opposes these three bills, at the same time urging that their underlying 
purpose is good and should be attained by appropriate statutory provision. 


H.R. 7960 


The two clauses of this bill would amend two separate porvisions of the 
present Interstate Commerce Act. The first would amend section 5(2) (b) 
by eliminating the proviso at the end thereof; the second would amend sec- 
tion 207(a). The combined effect would be to prohibit the application of any 
different standard of judgment (in decisions on applications for unification, 
acquisition of control, and issue of operating authority) by reason of the ap- 
plicant being a carrier by rail. 

The league is not in complete agreement with the limitations which the Inter- 
state Commerce Commission has imposed in dealing with the common owner- 
ship and operation subject matter under the Interstate Commerce Act. For 
example, the Commission has generally refused to permit motor carrier opera- 
tions by railroad affiliates except to the extent that such operations were 
auxiliary or supplemental to the rail service (U.S. v. Rock Island Motor Transit 
Company, 340 U.S. 149: American Trucking Associations y. U.S., 355 U.S. 141). 
: The present law contains no provision requiring that the motor carrier opera- 
tions of a rail carrier be limited to those which are auxiliary or supplemental 
to rail service. Section 5(q)(b) of the act (proposed to be repealed by H.R. 
7960) now limits railroad acquisition of a motor carrier to cases where it is 
shown that the service will be auxiliary or supplemental. By administrative 
practice the Commission has followed this provision of section 5 as a guide in 
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the issuance of certificates of convenience and necessity under section 207. The 
resulting denial of applications of rail carriers for unrestricted motor carrier 
certificates, which could have been granted without restraint of competition, 
has been too strict. Both applicant carriers and the general public would benefit 
from some relaxation. 

H.R. 7960, however, repeals such restrictions entirely without regard to the 
effect upon competition. The league submits that the cure proposed is worse 
than the disease. 

ACQUISITION BY FREIGHT FORWARDERS 


The league directs attention to the present provisions of section 411(a) (1) of 
the act which make it unlawful for a freight forwarder to acquire control of g 
carrier subject to parts I, II, or III of the act. The provisions of H.R. 7960 (and 
also of H.R. 7962) are in conflict with this prohibition. The league strongly 
supports the present prohibition of section 411 and urges that it be retained. 


H.R. 7961 


This bill proposes amendment of the Civil Aeronautics Act to remove the 
present restrictions therein against engaging in the business of an air carrier 
by any carrier (or person affiliated therewith) other than an air carrier. The 
league is not aware of any strong public demand or need for changing the 
present law in this respect. If there be any such need, and the present restric. 
tion is to be relaxed as a result thereof, provision must be made for the adequate 
protection of competition. 

H.R. 7962 


This bill would amend part III of the Interstate Commerce Act so as to bring 
water carriers within the area in which common ownership or control is author- 
ized. This would be accomplished by an amendment of section 309(c) of the 
act prohibiting the Commission denying a water carrier certificate application, 
or attaching restrictive limitations thereto, merely by reason of the applicant 
being a carrier other than a water carrier. In addition the bill would amend or 
repeal paragraphs (14), (15), and (16) of the act (the so-called Panama Canal 
Act provisions) by continuing their application to service through the Panama 
Canal but eliminating them as to water service elsewhere. 

Here again the league is not aware of any demonstrated need or demand for 
a change in the law relating to common ownership of water carriers by other 
types of transportation. Here again if that need exists and is to be met by a 
statutory change, adequate provision for the maintenance of competition must 
be enacted concurrently. 


THE NEED FOR PRESERVATION OF COMPETITION 


A critical part of the league’s policy is that common ownership or control 
arrangements must be subject to a requirement that they “must not unduly 
restrict competition.” In the light of this policy, the league strongly opposes 
any bill which would permit unlimited entry of one form of carriage into a 
competing field, or permit such entry on the same terms as any other appli- 
cant, unless there be a statutory standard imposed to the effect that competition 
will not be unduly restricted, and unless there be regulatory authority to imple 
ment that restriction. 

The maintenance of effective competition is most important—the greatest evil 
which could result from these bills or others of similar purpose would be the 
bringing about of a situation which would foster or facilitate elimination of 
competition. There were many such experiences 50 years or more ago, of sup 
pression of water competition by railroad action. History must not be allowed 
to repeat itself. Consequently, even thought the league urges there is a need 
today for relaxation of strict limitations actually applied to the granting to 
railroad affiliates of motor carrier certificates, and it is possible a similar need 
exists or may develop in the fields of air and water transportation, it is essential 
that the statute require the maintenance of competition, and it is essential that 
there be retained power to impose restrictions or conditions appropriate to that 
end. Such restriction must not be imposed automatically—consequently the 
closing portion of the league’s policy statement: 

“The statute should qualify this power by providing it shall not be exercised 
‘unless and to the extent that the Commission finds, on the evidence after hear- 
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ing, that such denial, terms, conditions, or limitations are necessary to prevent 
undue restraint of competition.’ ” 

To the bills as drawn—for lack of adequate protection to competition—the 
league is strongly opposed. It urges their nonapproval. 


Mr. Jarman. I will ask the clerk to include in the record the fact 
that Mr. Ott is also president of the National Industrial Traffic 


League. ‘ ' : 
The committee will stand in recess subject to the call of the Chair. 
(The following material was submitted for the record :) 


AppITIONAL STATEMENT OF GeorGE L. BULAND IN REPLY TO OpnJECTIONS TO H.R. 
960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, anp H.R. 9281 


My name is George L. Buland and, as stated in my prior testimony before 
this subcommittee, I am vice president and general counsel of Southern Pacific 
Co. and chairman of Subcommittee on Transport Diversification of the Law 
Committee, Association of American Railroads. I shall undertake to state the 
reasons why the objections which have been advanced in respect of the bills 
under consideration lack validity. No attempt will be made to repeat the 
affirmative arguments for the bills. 


Concerning objections to H.R. 7960 and H.R. 9280, the bills to remove certain 
restrictions upon railroads engaging in highway transportation 


The objections to these bills, advanced mainly by those engaged in highway 
transportation, fall under a few general classifications. 

One objection advanced is that permitting the railroads to engage in highway 
transportation (without restrictions not applicable to other parties) would lead 
to domination of the trucking industry by the railroads, with attendant evils 
of monopoly, destruction of business of present trucking concerns and higher 
rates and poorer service for the public. 

This objection is not realistic, as applied to present conditions, and the effort 
to support it rests heavily upon expressions made as far back as 1912, when the 
Panama Canal Act was adopted, and in the period antedating the adoption of 
the Motor Carrier Act of 1935. 

To establish dominance in highway transportation, there would have to be a 
great expansion in present motor carrier operations of railroads and rail af- 
filiates. In 1957 such companies had gross motor carrier revenues of a little 
over $100 million, which contrasted with gross operating revenues of more 
than $6 billion enjoyed by all motor carriers subject to Interstate Commerce 
Commission jurisdiction. Transportation services rendered by private carriers 
substantially exceeded the transportation by carriers subject to Commission 
jurisdiction. 

If the bills under consideration are passed, it will be necessary for rail- 
connected companies to acquire new certificates, upon a showing that adequate 
service is not being rendered by presently certificated carriers, or to acquire 
certificates from others. Most interstate motor carrier routes are very well 
certificated and the building up of any substantial body of new certificates by 
a rail-connected motor carrier would be a slow process. Any presently certifi- 
cated highway carrier will continue to have the protection now afforded him 
by his certificate and, if he disposes of it, it will be by his voluntary action. 

The Interstate Commerce Commission, when passing upon applications for 
transfer of motor carrier certificates, has a duty “to consider the general com- 
petitive situation and the policy of the antitrust laws,” (McLean Trucking Co. 
v. United States, 321 U.S. 67, 86, 87). It may be expected that the Commission 
will perform its duty and will withhold its approval of a transaction which 
would result in monopoly or other undue restraints on competition. 

The large amount of private trucking, now exceeding the services performed 
by common and contract carriers, is a further safeguard against there being 
any monopoly or undue domination of highway carriage by any common car- 
rier. In fact, the serious problem which should concern all common carriers, 
rail and motor, is the erosion of their business by private carrier. 

A variation of this argument of the opponents is that even if such domination 
and attendant evils are not inevitable as a result of railroad participation in 
highway carriage, they would come about because of predatory tactics which 
may be expected from the railroads in the form of cutting rates to eliminate 
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independent truckers and the subsequent increasing of rates or deterioration 
of service in order to force the highway business back to the rails. 

In this day when we view the teeming highways and superhighways, a motor 
vehicle conscious traveling and shipping public, and the continuing shift of 
transportation from rail to highway, it would appear that the proposition 
advanced is so farfetched that it hardly requires an answer. 

The railroads simply do not have the economic power to cause the Nation’s 
freight transportation to be rechanneled from motor to rail carriage. Unless 
they are able to provide good motor transportation service at rates as low as 
their costs permit, they will not be able to attract or hold business for long. 
There are no purses among the railroads which would permit them to render 
service at less than cost for any substantial period. Furthermore, unlike the 
situation in 1912 and prior to 1935, when apprehensions were expressed as fo 
“fighting” rates, the Interstate Commerce Commission now has power to pre. 
scribe minimum rates and charges for motor carriers and to suspend any newly 
filed rate or charge which is less than a reasonable minimum. The opponents 
of this legislation undertake to review various past expressions and occurrencey 
to establish the propensity of those engaged in the railroad business to engage 
in predatory tactics, to suppress competition and to promote monopoly. It is 
suggested that this is not a very constructive approach to the transportation 
problems being considered by the subcommittee. The characteristics of those 
citizens engaged in one form of transportation will not differ greatly from those 
engaged in other forms. The answer which is being sought is not to be reached 
by the process by which the ending of a western scenario can be predicted—by 
identifying the good men and the bad men. 

Stiff competition should not be considered a predatory practice. It is probable 
that additional competition in the business of highway carriage would result 
from removing the restraints now preventing competition by railroad-connected 
interests in this field. Existing motor carriers have no right or interest which 
should be protected from fair competition and the shipping public will be well 
served thereby. 

A second objection, which is variously phrased, is that the railroads, if per- 
mitted to engage freely in highway transportation, would be competing against 
their rail operations and, also, that the benefit existing in intermode competition 
would be lost. There is no magir, as a condemnatory phrase, in the words “com- 
peting against themselves.” Any company handling several lines of comparable 
merchandise is, in a sense, competing against itself. A $4.50 line of shirts com- 
petes against the same manufacturer’s slightly superior $5.50 line. A Falcon 
competes against a Ford. There is nothing wrong with this and there is no 
violation of the policy of the antitrust laws unless a monopoly of the entire rele- 
vant market is approached. As a matter of fact, it is becoming generally recog- 
nized that truck and rail competition is being confined to fairly limited fringe 
areas. For long hauls and also for much heavy traffic, the railroad is generaily 
to be preferred but, on shorter hauls and for less-than-carload traffic, the su- 
perior flexibility of truck service often assures a truck haul. Rail carriage and 
truck carriage are more complementary than competitive. 

The concept of a compartmentization of the different modes of transportation, 
with each mode competing against the other modes, has outlived its usefulness. 
Intermode competition will become less as each mode assumes ascendency in 
respect of the transportation for which it is best suited, but there will be added 
competition among the several combinations which will develop and which will 
utilize the several modes of transportation. This thinking is not novel, but is 
recognized by students of modern transportation. Mr Anthony Arpaia, in an 
address given on February 17, 1960, just prior to his retirement, at the first an- 
nual traffic manager’s banquet in New York, declared : 

“We will soon be looking back with consternation on the days of ‘only yester- 
day’ when railroads, trucks, ships and barges, airplanes, and pipelines were con- 
signed to isolation and to division in separate, restrictive compartments by a 
mosaic of factors: tradition, habit, law, and regulation and Government policy.” 

Prof. Lee J. Melton, Jr., Louisiana State University, in an address delivered 
at the 39th annual meeting of the Highway Research Board at the National 
Academy of Sciences in Washington on January 17, 1960, stated : 

“If transportation companies were to be formed, what desirable effects could 
be expected to accrue? Foremost among these is the removal of the interagency 
conflicts that now exist between the several modes of transport. At least this 
would be true of.such conflicts as they relate to common carriers. Those ass0- 
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ciated with contract, private, and exempt carriers would remain unless regulatory 
policy is changed to restrict such transportation to that which is actually con- 
tract, private, or exempt, as the case may be. Among those problems of an 
interagency nature that should be eliminated or mitigated are, first, the contro- 
yersies over the effects of the minimum rates of one type of carrier on the 
traffic of another. Rate cases today are less. frequently disputes between ship- 
pers and carrier than issues between competing media of transport. Second, 
an integrated company would make possible uniformity of regulation. It is 
doubtful that any regulation will ever be fashioned to the complete satisfaction 
of the carriers involved, but all would be treated alike. Third, with the elimi- 
nation of interagency competition, the pressures for promotional policies that 
could tend to enhance the position of one mode of transport at the expense of 
another would be lessened. 

“The transportation company offers the only effective medium through which 
coordinated transport service can be maximized. With the element of inter- 
agency competition eliminated, the incentive for most economical operation will 
dictate the maximum in interchange and substitution of equipment, rather than 
the minimum. The same may be said for joint routes and joint rates.” 

Interstate Commerce Commissioner Kenneth H. Tuggle, in an address on April 
21, 1960, before the National Petroleum Association in Cleveland, stated that the 
matter of providing coordinated transportation service properly geared to the 
needs of the Nation’s commerce presented the most “insistent and immediate 
problem” confronting the transportation industry today. 

A third point made by one of the opponents of the bills was that the railroads 
would do better to apply themselves to correcting losses within their industry 
from passenger traffic, wasteful competition among themselves, and duplicate 
facilities, than to seek permission to enter another form of industry. 

I believe this subcommittee knows how strenuously the railroads are endeay- 
oring to meet the situation presented by the great diversion of passenger traffic 
to the private automobile, buses, and the airlines, and are aware of the complex 
problems presented. While no industry is perfect, much is being done to elimi- 
nate duplicate facilities and to accomplish the shrinking of plant which is largely 
made necessary by reason of the decreasing proportion of transportation services 
which is being rendered by the railroads. Only a partisan would suggest that 
the existence of problems which have not been completely solved in certain 
areas by the railroads should be a reason to not permit them to take a construc- 
tive step in another area. 

As a fourth point, it has been affirmed by several of the opponents of the bills 
that there is no support for the bills other than from the railroads themselves. 
This assertion is refuted by the numerous representatives of important shipping 
interests who appeared to testify before this subcommittee, the support of the 
principle of this legislation by such important associations as the National 
Industrial Traffic League, the American Retail Federation, the National Wool 
Growers Association, and the hundreds of communications which have been sent 
to this subcommittee supporting transport diversification. 

Somewhat akin to this assertion is a statement that this legislation is opposed 
by the U.S. Department of Commerce. To support this assertion, a partial quote 
is given from the study entitled “Federal Transportation Policy and Program” 
transmitted by the Secretary of Commerce to the President on March 3, 1960, 
and, in turn, transmitted by the President to Congress with his letter of March 
14,1960. The full quotations are as follows, page 8: 

“Generally, control of one mode of transport by another is neither necessary 
nor recommended, although a more flexible attitude on the part of the regulatory 
authorities is desirable where a clear demonstration can be made that increased 
efficiency will result.” 

This comment was expanded in recommendations which appear on page 16 
of the report: 

“3. Retain present restrictions on rail-truck mergers or acquisitions of control, 
unless increased efficiency and public advantage can be demonstrated to outweigh 
the possible reduction in competition which might result. In determining ‘the 
advisability of railroad participation in motor carriage, the tests provided in 
recommendation 1* above should be applied... The Interstate Commerce Com- 





1“1. Amend the Interstate Commerce Act to make operating costs, quality of service, 
and ability of efficient carriers to expand important factors in granting certificates and 
hermits (legislation by Secretary of Commerce).”’ 
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mission should consider whether special restrictions upon certificates to motor 
carriers affiliated with railroads, which it has customarily imposed, should be 
continued in the light of such tests.” 

The position of the Department was further elucidated by Mr. Bradley p, 
Nash, Acting Under Secretary of Commerce for Transportation, when testifying 
before this subcommittee on February 3, 1960. In this he said: 

“The Department believes that public policy would best be served by the 
prescription of appropriate standards for regulatory commissions to follow ip 
reaching case-by-case determinations. Such standards would recognize those 
situations where a combination of common carrier services by several forms of 
transportation would provide public benefits considerably in excess of the sepa- 
rate services under separate ownership or control.” 

Mr. Nash outlined suggested criteria for deciding common ownership cases, 

The Department of Commerce thus favors a cautious approach to the problem 
presented, more cautious than I think is called for in the circumstances, [t 
clearly appears, however, that it does not oppose a change in the present appli- 
eable statutes but, instead, favors some relaxation of the present prohibitions 
against railroad participation in other transportation modes. The Department 
has submitted its views to this subcommittee and it is the committee’s province, 
after considering all the testimony, to reach its conclusion as to the statutory 
changes which are required in the public interest. 

Under the fifth heading, mention will be made of certain ad hominem argn- 
ments by the bills’ opponents. 

One is that the railroads had their chance to engage in the interstate trucking 
industry prior to its coming under Federal regulation in 1935 and, because of 
their indifference to that opportunity, they should not now be allowed to engage 
in that business which has been developed to its present magnitude by others, 
The sequitur of this argument is not apparent. It may be doubted whether 
there is any good reason for punishing those presently engaged in the railroad 
industry because of omissions, if there were any, of railroad management of 
another generation. However, the real point is that the objective of Congress 
will not be to punish or to reward persons engaged in the various forms of 
transportation but, instead, to frame statutes which will be conducive to 
optimum development of the Nation’s transportation system and the rendering 
of the finest possible service to the shipping public. 

Under the same heading is the argument that the railroads have “fought” 
the trucking industry in the past and, therefore, should not now be allowed to 
participate therein. No purpose is served by inquiring whether a concern by 
the railroad industry that a competitive industry should pay its fair share of 
taxes and be confined to a safe and nondestructive use of the Nation’s high- 
ways should be classified as “fighting” that industry. Here again, however, 
the present public interest in a sound transportation system is the criterion for 
considering this legislation, not the making of awards or punishments. The 
sooner we get away from the concept of separate transportation modes, compet- 
ing and contending against each other, and accept the concept of different trans- 
portation forms being blended to render the best possible transportation service, 
the better. 

A sixth point made by one of the opponents of the bills is that legislation is 
not necessary as the railroads may now enter into the truck transportation field. 
Testimony before this subcommittee has amply demonstrated that the railroads 
are severely handicaped in engaging in interstate trucking transportation by 
the restrictions which the Commission places upon their operations under its 
interpretation of the present statutes. As pointed out before, the aggregate par- 
ticipation of rail-connected concerns in the trucking industry is very minor. 
Most of this minor part is to be attributed to those rail-affiliated motor carriers 
which have the benefit of unrestricted “grandfather” rights or which may 
engage in substantial unrestricted intrastate operations in States of large areas, 
such as California or Texas, that is, by those rail-affiliated motor carriers which 
are not subject to the current restrictive Federal policy. 

It is urged, as a seventh point of opposition, that the benefits of common 
ownership can be obtained equally as well by voluntary coordination between 
motor cariers and rail carriers by the making of joint rates and other arrange 
ments as permitted by present law. 

Prior to the development of piggyback operations and other forms of con- 
tainer interchange, there was little occasion for transfer of lading from common 
carrier trucks to railroad cars and vice versa and, consequently, the presence or 
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absence of through routes and joint rates between truckers and railroads was 
of little consequence. With the growth of piggyback operations the situation 
has changed. Piggyback plan I contemplates railroads entering into con- 
tractual arrangements with common carrier trucks for transportation by rail 
of trailers carrying goods moving under the motor carrier’s billing. A very 
substantial movement of this character has developed and many rail and motor 
carriers have entered into plan I arrangements. As a practical matter, there 
is little difference between this plan I arangement and the publishing of joint 
rates, sometimes referred to as plan V. 

With the coming of containers, either with or without wheels, which can 
be moved readily from truck to freight car, and with the growing establishment 
of consignors’ and consignees’ plants off rail, there is a developing public need 
for the blending of the different forms of transportation into a single trans- 
portation service. The most effective coordination between different trans- 
portation forms will come about with common ownership as a catalyst. When 
there is common ownership, selfish reasons of transportation agencies to favor 
their particular form of transportation will be eliminated. This conclusion 
was expressed vigorously by Mr. A. G. Anderson, general traffic manager, Socony 
Mobil Oil Co., Inc., in a speech entitled “Integrated Transportation—A Shipper’s 
View,” delivered April 5, 1960, before the Transportation Research Forum, as 
follows : 

“There is a feeling among some who recognize the need for coordination of 
transportation media that this objective can be secured by voluntary cooperation. 
To me, this is wishful thinking. No carrier will voluntarily give to another 
mode a movement that it can haul itself. Only integrated transportation com- 
panies can furnish complete service to shippers. If such integration were to 
be given legislative sanction, the shipper would be able to purchase from one 
earrier that combination of transportation facilities best suited to his needs. 
In my opinion, shippers and freight forwarders have the greatest stake in the 
integration I have recommended today, for both are primarily interested in 
getting freight from origin to destination by the best means. Neither is com- 
mitted to any particular method of transportation.” 

An equally vigorous expression was made by Mr. Lowe P. Siddons, general 
traffic manager of Holly Sugar Corp., and a past president of the National 
Industrial Traffic League, when testifying before your subcommittee, in ex- 
temporaneous remarks not contained in his prepared statement. He pointed 
out that his company relied upon railroads to bring to its plants the low-rated 
raw commodities and the only way that it could give those companies participa- 
tion in the more highly rated finished product would be through truck hauls 
from plant to final destination since truck motor vehicle service is largely 
demanded by the ultimate customer; that giving such hauls to a rail-affiliated 
motor carrier could not be accomplished under any concept of coordination. 

In addition to common ownership, there will be need for coordination among 
different types of carriers. Permitting common ownership will create coordina- 
tion where it occurs and will tend to promote such coordination where there is 
no common ownership. 


Concerning objections to H.R. 7962 and H.R. 9281, the bills to remove certain 
restrictions upon railroads engaging in water transportation 


The objections raised to these bills by parties presently engaged in water 
carriage and associations representing them are similar to the objections made 
by motor carriers against the bills affecting entry into motor carriage. It should 
- noted that the legal and factual situations, while rather similar, are not 

entical. 

Railroads may be permitted to engage in water transportation (other than 
through the Panama Canal) upon a special showing that a railroad interest in 
the common carrier by water would not prevent it from being operated in the 
interest of the public and with advantage to the convenience and commerce of 
the people, and that such interest would not exclude, prevent, or reduce competi- 
tion on the route by water under consideration. Unlike the statutory provisions 
applicable to railroads becoming interested in common carrier interstate opera- 
tions on public highways, it is not essential, to permit a railroad interest in 
water carriage, for the Commission to make a finding that the railroad would 
thereby be enabled to use such water service to public advantage in its rail op- 
trations. Enlightenment as to the interpretation of the provisions of the Inter- 
state Commerce Act, adopted as a part of the Panama Canal Act, will very likely 
be obtained in decision of the Interstate Commerce Commission in its finance 
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docket No. 20940 involving pending application of the Illinois Central Railroag 
Co. and Southern Pacific Co. to acquire control of John I. Hay Co., a common 
carrier by water operating on the Mississippi River and other waterways. (Cop. 
struction of the statutory provisions, so as to preclude reasonable entry of rajj. 
roads into water carriage, has not jelled to the extent that the attitudes of the 
regulatory bodies have in respect of railroad entry into highway carriage ang 
air carriage. However, it is the view of the railroads that there is no reason 
why they should be singled out for any exceptional restrictions not applicable to 
other parties. 

Water carriage by common carriers on the inland waterways is not, in the 
aggregate, of the magnitude of motor carrier operations on the highways. How. 
ever, if this legislation is passed, business reasons as well as Commission cop. 
trols would prevent the railroads from obtaining a monopoly position in respect 
of water carriage. No water carrier would be compelled to sell to a rail affiliate 
and, if several did sell to different railroads, there would still be competition 
between the affiliates of the respective railroads. No doubt much of the inland 
water carriage is of specialized nature in which small operators can more than 
hold their own. The large volume of private carriage and the facility with 
which shippers can turn to private carriage provide shipper protection. Com. 
mission controls provide a further safeguard against monopoly. The Commis. 
sion’s minimum rate powers are available to prevent the quoting of noncompensa. 
tory rates for the purpose of eliminating competition and the Commission, jn 
passing upon transfers of certificates, would take into consideration the effect 
upon competition. It may be accepted that the entry of railroads into water 
carriage would result in improved service and, perhaps, lower costs, and that 
this would make stiffer competition for those now engaged in water carriage, 
There is no public policy, under the antitrust laws or otherwise, against this. 

It does not appear to us that it is helpful to this subcommittee to rake over 
old controversies as was done by a number of the opponents of the bills, in- 
cluding Mr. A. C. Ingersoll, Jr., in representing the American Waterways Op- 
erators. Among other things, he challenged the railroads to come forward and 
lay before you one single case where the public was disadvantaged by the denial 
of an application to engage in water operations. It is not usually feasible to 
demonstrate what would have taken place in the case of an event which did not 
occur. An important example is available, however, as to how the public was 
advantaged by the granting of an application, in continuance of water carrier 
operations between gulf ports and east coast ports involved in Southern Pacific 
Company’s Ownership of Atlantic Steamship Lines (43 1.C.C. 168). The Con- 
mission, in authorizing continuance, found these operations to be highly beneficial 
to the public, saying, pages 172-173: 

“* * * Of the large number of shipping interests represented at the hearing, 
not a single one advocated the divorcement of the Morgan line from the Southern 
Pacific system. Many disinterested witnesses, who have had years of familiarity 
with transportation conditions, expressed the conviction that a severance of the 
Morgan line from the Southern Pacific would be a calamity. This view was 
founded on the belief that if these lines were separated the steamships would be 
transferred to other service and the Sunset-Gulf route would be temporarily, 
if not permanently disrupted. We therefore are of opinion and find that under 
present conditions an extension of the time during which the petitioner may 
continue to operate or have an interest in these steamship lines will neither 
exclude, prevent, nor reduce competition on the routes by water. 

“From the record it seems clear that the service furnished by these lines 
between New York and Galveston and New York and New Orleans is in many 
respects highly satisfactory to the shipping public. The regularity of the sail- 
ings, the frequency of the service, the expedition with which through shipments 
are handled, and the promptness in adjusting claims for damage and overcharge 
were testified to by numerous shippers. The efficiency and excellence of the 
present service over both of these routes appears not to be questioned. Rarely 
does a record before us present an array of witnesses whose testimony so uni- 
formly indorses the character of the service as does this record.” 

These operations were continued until just prior to the commencement of 
World War II when the entire fleet was taken by the Government for military 
and naval use. 
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Concerning objections to H.R. 7961 and H.R. 9279, the bills to remove certain 
restrictions upon railroads engaging in air transportation 


The language of the restrictions upon surface carriers engaging in air transpor- 
tation, although found in different statutes, is substantially the same as the 
language of the restrictions upon railroads engaging in motor carrier transporta- 
tion. The restrictions have been interpreted by the Civil Aeronautics Board 
to prevent, as a practical matter, carriers in forms of surface transportation 
engaging in air transportation. This was developed in the testimony of Mr. 
Starr Thomas, general solicitor, Atchison, Topeka & Santa Fe Railway Co., 
at these hearings. 

Mr. Stephen, general counsel of the Air Transport Association of America, 
who testified before your subcommittee, was hard put to find reasons to support 
the objections of his association to the bills. 

Air transportation is now an industry of great size and includes many compa- 
nies of major consequence whose names are now household words. The thought 
that any rail carrier could dominate this industry or suppress competition there- 
in cannot be advanced seriously. It was argued that the bills would be in con- 
flict with a long-established policy, but the task of this subcommittee is to 
examine such policy to see whether it now serves a good purpose. It is said 
that there would be loss of the substantial public benefits resulting from com- 
petition between the different forms of transportation, but the fact is that air 
transportation is so different from surface transportation that there are few 
areas in which there is direct competition. It was stated that rail carriers 
would attempt to force air transportation into a surface carrier mode instead 
of permitting it to develop freely. If any surface carrier should attempt to 
operate in the air field in an inefficient manner, it would not stay in that busi- 
ness for long. 

Is it not evident from the strenuous efforts of air transportation companies to 
keep surface carriers from entering the field of air transportation that their 
real motive is to have air transportation continued as the preserve of the com- 
panies now in the field? It is the air carriers, urging that others be kept from 
competing with them, not those seeking the opportunity to perform air transpor- 
tation, who urge competitive restraints. To a substantial degree, this observa- 
tion applies also to those engaged in other forms of transportation who so ardently 
endeavor to prevent rail-connected carriers from competing with them in their 
respective transportation forms. 

The Railway Express Agency provides an example of the fact that rail par- 
ticipation in air carriage, when permitted, may serve a good purpose. From the 
inception of the commercial air business, the Railway Express Agency has 
handled air express along with rail express and the latter business has greatly 
expanded. Under this arrangement, air express shipments have increased as 
follows: 
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Support of bills by important shipping associations, subject to qualifications 


Under this heading, I shall refer to position taken by two important organiza- 
tions. 

The position of the American Retail Federation was presented in the testi- 
mony of Mr. Charles A. Washer. The American Retail Federation, on January 
7, 1960, adopted a recommendation which favored dual ownership or integration 
in the different forms of transportation. Its conclusion was stated in the testi- 
mony as follows: 

“There appears to be considerable merit to the suggested revision of the 
transportation laws relating to the control of carriers. Historically the in- 
corporation of restrictions or limitations have been confined to those dealing with 
the railroads and not in the opposite direction. The sense of the transportation 
committee of the American Retail Federation is to the effect that the railroads 
should be more readily enabled to utilize other forms of freight carriage in 
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order to provide a better and more economical freight transportation Service to 
the public and on more equal terms with others. However, this should be con- 
fined to the customers and areas which the rail carriers presently serve and 
should not be permitted to be used as an instrumentality through which the com- 
peting forms or modes of transportation could be destroyed.” 

The conclusions of the National Industrial Traffic League, a most important 
shipping organization, were expressed by resolution adopted at the annual mem. 
bership meeting in November 1959 and were presented to this subcommittee by 
Mr. William H. Ott. The resolution of the league was as follows: 

“No proposed acquisition of ownership or coordination should be denied Solely 
on the ground that the carriers are in different fields, as rail and motor, rail ang 
water, motor and water. It is highly essential, however, that the statute require 
the maintenance of competition and preserve the Commission’s power to impose 
restrictions. The statute should qualify this power by providing it shall not be 
exercised ‘unless and to the extent that the Commission finds, on the evidence 
after hearing, that such denial, terms, conditions, or limitations are necessary 
to prevent undue restraint of competition.’ ” 

It appears to the proponents of these bills that the Commission, in passing 
upon applications for approval of control or for certificates for new operations, 
may be expected to have in mind the policy of the antitrust laws and, also, 
such protection as the carriers in one territory should have in respect to the 
entry into that territory of other carriers. Whether any express provision should 
be inserted in the bills is a matter upon which the committee will reach its con- 
clusions and the implementation of such inclusions will be a matter of draftsman- 
ship. 


THE STEPHENS SECURITY BANK, 
Stephens, Ark., May 9, 1960. 
H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281—trans- 
portation diversification. 
Hon. JoHN BELL WILLIAMS, 
House Office Building, 
Washington, D.C. 


DeaR Mr. WILLIAMS: My interest in the transportation facilities of this coun- 
try upon which our welfare is largely dependent prompts me to advise your 
committee of my views in brief. 

Removal of the restrictions which foreclose railroads from effectively using 
other forms of transportation will in my opinion, clear the way for strengthen- 
ing and improving transportation facilities and for reducing the cost of trans 
portation. 

The need for these restrictions has long since ceased to exist. I favor giving 
the railroads an opportunity to develop a diversified transportation service. 

If possible please include this letter in the record of hearings on these bills. 

Sincerely yours, 
Cuas. T. REVELEY, President. 


STATEMENT OF NATIONAL COUNCIL OF FARMER COOPERATIVES ON TRANSPORTATION 
DIVERSIFICATION Britis (H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, HR. 
9280, AND H.R. 9281) 


The council’s membership is made up of farmer-owned and farmer-controlled 
associations in all parts of the country engaged in marketing in raw and proc- 
essed form practically every type of food and fiber produced on the Nation's 
farms and ranches and in the purchase and distribution of the major farm pro- 
duction supplies. 

Farmer cooperatives in round figures market at some level in the distributive 
channel from the farm-gate to the consumer or procure the farm production 
supplies for about 20 percent of the sales and purchases that come from or g0 
into the farmers’ business operations. Farmer Cooperatives pay millions of 
dollars annually in transportation charges that have to be deducted in arriving 
at the net returns to the farmer out of which he has to meet his business and 
living expenses. 

The diminishing share to a long-time low of 38 cents that the farmer receives 
from the dollar consumers pay for food makes it imperative that we take a 
careful look at any proposal that gives promise of bringing greater efficiency 
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and economy in the marketing and farm supply costs ultimately and in many 
cases directly deducted from the farmers gross income. ; 

It is obvious, therefore, why the council in recent years through its trans- 
portation committee, made up of the experienced traffic managers and com- 
merce counsel of our member organizations and through the representatives of 
our members in policymaking positions have in support of the farmers proper 
interest in economic survival found it necessary to give careful consideration 
to the various proposals that have been advanced in this area of national trans- 
portation policy. These proposals in large part have been designed to remove 
or at least relax present statutory, judicial and administrative restrictions upon 
one mode of transportation, particularly the railroads, from controlling, owning, 
or operating another mode of transportation. } 

We have had responsible representatives of the carrier groups appear at our 
meetings to present the facts and arguments in support of their respective 
positions. The thousands of spoken and written words in speeches, testimony, 
and briefs that have been presented in this continuing controversy in which the 
major modes of transportation have joined issue must have been as confusing to 
Members of Congress as to the shippers who are primarily paying the bill. 

Agriculture, contrary to representations from some responsible sources is a 
large user of all modes of regulated surface transportation, and is increasing its 
use of airfreight service. Farmer cooperatives are set up primarily to market 
farm products and procure farm production supplies for their members and 
other farmer patrons. To the extent that they acquire trucking facilities for 
these basic purposes, and the extent is increasing, it is not because they want to 
render a general transportation service, and get into the “trucking business,” but 
largely because of the greater efficiency of service, flexibility, and economy of 
operation thus afforded than is available from the fully regulated carriers. 

Our members have thoughtfully weighed the maze of conflicting positions of 
the carriers and have set forth a summary of their thinking on the “transporta- 
tion diversification” or “common ownership” issue, as it is sometimes called, in 
the following policy resolution adopted by the official delegates of our member 
organizations at the council’s 1960 annual meeting : 


“COMMON TRANSPORTATION CONTROL 


“We believe that the unrestricted control, ownership, or operation of one 
mode of transportation by any other mode may lead to monopoly, which will not 
further the best interests of agriculture nor the public generally. 

“However, the council supports the principle that one mode of transportation 
may be permitted to control, own or operate another mode of transportation to 
the extent found justified on the basis of the needs of shippers, receivers, and 
the general public and favors such legislation as may be appropriate to effec- 
tuate this policy.” 

Under this current policy of the council we cannot give our unqualified stamp 
of approval to the captioned bills before your subcommittee. On the other hand, 
we are not opposed to them in their entirety. We believe these bills seek to deal 
with a problem that needs congressional action and to move in the right direction. 

Our position is simply that we do not believe that Congress should give rail- 
roads unlimited authority to control, own, or operate trucking companies, nor 
should Congress give any mode of transportation such unlimited right as to 
another mode. By the same token, we do not believe that Congress should deny 
or permit the denial of the control, ownership, or operation of one mode of trans- 
portation by anether so long as it is “justified on the basis of the needs of ship- 
pers, receivers, and the ‘general public’.” We recognize that the problem before 
you is how to write into law a sound general policy in this regard that will be 
clear and sufficiently specific not to permit frustration of Congress’ intent through 
judicial construction or administrative interpretation. 

We believe this can best be accomplished through statutory language that will 
clearly grant the right of one mode of transportation to control, own or operate 
another mode of transportation, subject to such statutory criteria as you deem 
desirable or necessary to prevent monopoly and to adequately protect the legiti- 
mate interests of shippers, receivers, and those other segments of our economy 
that have an economic interest in interstate commerce. All of these groups share 
in the “public interest” and Congress alone in such a matter of conflicting inter- 
ests can balance and equate the interests of the respective groups to prescribe a 
policy truly in the interest of the public generally. 
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The comments which follow are intended to indicate more specifically some og 
the points which we believe should be safeguarded by Congress in legislation 
relaxing existing restrictions on some modes of transportation for the control, 
ownership, or operation of other modes. 


TRANSPORTATION DIVERSIFICATION 


1. Monopoly 


Although the dangers of monopoly in transportation have been greatly re. 
duced in the past several decades through the changing patterns of commerce 
and industrial development, these dangers have not been entirely removed, 
While giving lipservice to serving shippers more efficiently, the policies of ear. 
riers in many instances have appeared to be motivated more by a desire to re. 
move competitors than to meet competition. As to some areas of the country 
and as to some specific commodities, farmers are even today largely dependent 
upon a single mode of transportation—in some cases the railroads and in others 
the trucks—and we are concerned over the dire economic consequences to farmers 
in such cases unless the consequences of a proposed acquisition of one mode of 
transportation by another was subject to review by a competent impartial ay- 
thority. Transportation companies—be they railroads, motor carriers or water- 
ways—capable of rendering an efficient service cannot go in and out of business 
overnight. 


2. Purpose of legislation 


We do not share the view that the underlying purpose of such legislation 
should be to perpetuate or guarantee to any mode of transportation an arbitrary 
percentage or share of the commerce of the country. The protection of the inyes- 
tors in railroad, motor carrier, airline or any other carrier securities should be 
subordinate to creating an economic climate by law in which the Nation can 
most efficiently be served transportationwise. Much has been accomplished 
through coordination between rail and motor carriers. But each is naturally 
seeking to promote its own competitive interest and thus the maximum benefits of 
full coordination are denied to the public. The operation of transportation com- 
panies where full and varied service will be available through a single manage 
ment, subject to reasonable and necessary safeguards to prevent harmful monop- 
oly and its consequences, appears to be the economically feasible manner for 
gaining the benefits of a fully coordinated service. 

3. Specific criteria 

We recognize the dangers of Congress spelling out with too great particularity 
in a statute the factors or criteria to be observed by the Commission or agency 
charged with the responsibility of administration of the statute. However, the 
confusion that seems to have developed under existing statutes as to what can 
and what cannot be done by one mode of transportation in owning, controlling, 
and operating another mode accentuates the need for Congress, while establish- 
ing the general policy, to spell out by statute with sufficient definiteness the 
guidelines to be observed in its administration to prevent a perversion of Con- 
gress’ intent to the detriment of shippers and consumers, and at the same time 
to serve to strengthen our national transportation system. 


TESTIMONY OF WALTER K. CABOT FOR THE CHAMBER OF COMMERCE OF THE UNITED 
STATES ON H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, anp H.R. 
9281 


My name is Walter Cabot. I am general traffic manager of the firm of 
Johnson & Johnson, New Brunswick, N.J. I appear today on behalf of the 
Chamber of Commerce of the United States to present its views on H.R. 7960, 
H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281. 

These bills deal primarily with what is frequently termed “common owner- 
ship”—the question whether one form of transportation should be permitted by 
law to own and operate other forms of transport. 

All six bills would amend existing statutes to remove certain present restric- 
tions as to those who may engage in various transportation businesses or who 
may acquire control of such enterprises. In each case, the proposed amend- 
ments would require that an application for a certificate not be denied solely 
because the applicant is already engaged in another form of transportation. 
The national chamber supports this principle with certain qualifications. 
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Chamber position on transportation is normally initiated by its transporta- 
tion and communication committee, of which I am a member. This committee 
is composed of 46 businessmen—recognized as leaders in their fields. They 
represent all modes of public and private carriers and include investors and 
students of transportation as well as several important users of transportation 
services. This group provides the national chamber with technical knowledge 
on transport problems, and through its deliberations recommends solutions 
which, upon review by our board of directors and our overall policy committee, 
are submitted to the membership of the national chamber for approval. 

The national chamber has studied the problem of transportation diversifi- 
cation over the past several years and has consistently supported the principle 
of common ownership, with certain safeguards. The chamber’s original views 
on this subject were adopted in 1924. In 1935 and again in 1944 the same prin- 
ciple was approved by a national referendum poll of member organizations. 
This original policy position has been reviewed at least once every 3 years since 
its adoption and was most recently considered and reaffirmed in 1958. 

The Nation’s shippers and traveling public should be provided with the best 
service possible through the utilization of different modes of transportation under 
a single management, with the convenience and economies possible from such 
arrangements. With this objective in mind, we recommend that this committee 
approve H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281, 
amended to provide certain safeguards which are essential to insure that joint 
ownership of transport facilities is used in the best interests of the user of the 
services and the public generally. These safeguards are: 

(a) That the operation which is sought to be established or acquired has 
a logical and reasonable territorial relationship with the existing operation 
of the controlling carrier ; 

(b) That the regulatory agency must make a finding that the proposed 
ownership will not unduly restrain competition and that the intent of the 
acquiring carrier is not destruction of the competition offered by another 
mode. 

Public policy on the subject of common ownership stems from the Panama 
Canal Act of 1912, the Motor Carrier Act of 1935 (pt. II of the Interstate 
Commerce Act), the Civil Aeronautics Act of 1938, and the Transportation Act 
of 1940. Each has been construed by the commissions and the courts to place 
restrictions on operation or control of one form of carrier by another. In recent 
years, decisions of the regulatory commissions have generally held it to be the 
intent of Congress that the various forms of transportation be mutually 
independent. 

As interpreted by the respective regulatory agencies and the courts, this 
general conclusion has had the effect of greatly limiting ownership of multiforms 
of transport by any particular carrier. While we question whether this was 
the congressional intent, there is little question that clarification is in order 
and badly needed. 

In general business fields, diversification has been an important means toward 
better utilization of modern, more efficient methods and it has permitted the 
production of the product or service at a lesser overall cost. With widespread 
general concern over inflation, anything which can reasonably be done to lower 
production or distribution costs is in the public interest. Diversification of 
product or service also offers a measure of protection for the company against 
serious losses due to changing demands. 

In most instances of diversification the public, as well as business concerns 
and the employees involved, has benefited by the resulting efficiencies, reduced 
costs, and greater convenience. Diversification can, and frequently does, en- 
hance the competitive forces at work throughout the economy and it strengthens 
the built-in protection which the free market system provides for the consumer. 

On the other side is the important question of how transportation diversi- 
fication may adversely affect the public interest. If a consolidation or diversi- 
fication tends to create a monopoly or substantially lessen competition, it would 
not be consistent with sound public policy as expressed in the antitrust laws. 
These laws protect the public against excesses in the general business field. 
In general, however, consolidations and diversifications have not only been 
beneficial to the companies and workers involved, but have strengthened competi- 
tion and otherwise advanced the public interest. 
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It follows that similar benefits are available to the general public if diversig-. 
cations in the transportation industry, now impeded by precedents set up by 
commission and board decisions, were to be allowed. Possibilities of improved 
efficiencies, utilization of more modern methods, and a reduction in unit costs 
often are similarly available through a consolidation of various forms of 
transport. Today, depending upon which service is most economical or other. 
wise advantageous, a shipment may be originated by one mode of transport, 
the line haul performed by another, and the delivery to final destination com- 
pleted by a third. But if diversification is allowed, all of this service could 
be accomplished through the shipper dealing with just one management, rather 
than two or three. A single freight bill could be possible, the handling time 
could be reduced at connecting and terminal points, and loss and damage 
claims could be handled with more dispatch and equity. 

Economies would be possible through the elimination of duplicating manage. 
ments, a reduction in accounting costs, elimination of duplicating terminal areas, 
and traffic solicitation forces. These are major items of carrier costs and 
significant savings would be possible. 

In the few instances where limited diversification has been permitted in the 
transportation industry, the public has enjoyed improved service and economies 
have resulted. A good example can be found in the Far West where a railroad 
built and operated an oil pipeline in order to provide a much-needed service for 
that area. The pipeline was constructed largely over the railroad right-of-way 
and otherwise coordinated with the rail service. Petroleum transportation costs 
to the shippers were reduced and at the same time the investment proved ad- 
vantageous to the railroad. Auxiliary motor carrier service has been permitted 
as a supplement to railroad service in the past and this adaptation of two differ- 
ent modes of transport under one management has permitted a single carrier 
to offer an improved service with less handling, less paperwork, and lower cost. 

The principal arguments that have been made against common ownership in 
the transportation field have originated primarily with transportation carriers 
and have been against railroad ownership of other forms. These carriers have 
felt that the railroad industry’s financial strength was a threat to the continued 
existence of competitive modes of transport. They contend that if railroads had 
been permitted to own other types of carriers in the early days of the motor 
carrier industry and the airline industry, it would have been a simple matter 
for the young enterprises to have been absorbed by the established carriers and 
the public might have been deprived of the full potential of these new forms. 

Our recommendations are designed to avoid such contingencies by requiring 
the regulatory agency, in acquisition cases, to make a finding that it is not the 
intent of the controlling carrier to use the acquired rights or carrier to destroy 
independent competition by carriers of another mode. In other words, a funda- 
mental test required of the agency would be to determine whether the interests 
of the acquiring party lay in promoting the use and development of the sought 
transportation facility or if its objective was in repressing its use. 

With the accumulated experience in transport regulation, including regulation 
by the Interstate Commerce Commission of several competing forms of transport, 
it seems entirely feasible for the regulatory agency to exercise a reasonable judg- 
ment on this question in individual cases that may arise and thereby avoid a con- 
centration of transport which might otherwise prove contrary to the public in- 
terest. Independent companies or individuals providing specialized transport 
services will of course continue to enjoy advantages that will enable them to 
compete with consolidated services and such competition should provide a stim- 
ulant for further improvement in the transportation industry generally. We 
believe that the several modes of transportation are sufficiently well established 
today so that, with the regulatory protection suggested, there is little likelihood 
of any serious dilution of the strong competitive forces they represent. 

The improved service which is possible through diversification of transport 
media can provide the public with a more efficient transport system than has 
been possible in the past. The principal beneficiary would be the traveling and 
shipping public who would be able to use the services of one company for a 
combination of forms of transport. 

It is our recommendation, therefore, that the various acts should be clarified 
so as to assure any certificated transport company the same opportunity as any 
other independent corporation or person to diversify its operations either by es- 
tablishment of new services or acquisition of existing services. 
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SraATEMENT OF W. M. SPAULDING, GENERAL TRAFFIC MANAGER OF VELSICOL 
CHEMICAL CorP., ON H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, 
AND H.R. 9281 


My name is W. M. Spaulding headquarters at 330 E. Grand Avenue, Chi "AZO, 
Ti., ‘and I am general traffic manager for the Velsicol Chemical Corp., which 
company operates plants at Marshall, IIL., Memphis, Tenn., and Houston, Tex. 

The Houston plant produces benzol, toluol, and naphtha. The Memphis plant 
produces caustic soda, chlorine gas, and agricultural insecticide chemicals. T he 
Marshall, Ill., plant produces gasoline, naphtha, fuel oil, solvents, synthetic 
resins, tile plasticizers, and agricultural insecticide chemicals. : 

In gathering of the raw materials we employ barges, pipelines, railroads, and 
motor carriers. In the distribution of our products we employ barges, railroads, 
motor carriers, the airlines, and our own trucks. 

We are very much in favor of passage of the bills enumerated at the top of 
this statement designed to remove restraints which now restrict or prohibit 
railroads from engaging in transportation via air, highway or water. 

We are all familiar with the plight of the railroads, and the necessity of 
maintaining them as the backbone of the transportation system in this country. 
Their efforts to remain solvent through rate increases, improvement of service 
and economics of operation have been unsuccessful to date. We firmly believe 
transport systems offering to the shipping public combinations of air, rail, truck, 
and water service are in the public interest as well as a benefit to the railroads. 

Shippers located on navigable waterways have the benefit of the low-cost 
service of the bargelines, whereas shippers located inland receive no such 
benefits. Joint routes via truck or rail and barge would help overcome such 
disadvantages, but apparently the only way such joint rates and through routes 
will ever become a reality is through common ownership or control of the 
different transportation systems. 

We respectfully urge passage of the bills which would accomplish those 
objectives. 





STATEMENT OF Guy L. Brown, GRAND CHIEF ENGINEER, BROTHERHOOD OF 
LOCOMOTIVE ENGINEERS 


PERMITTING THE RAILROADS TO SELL TRANSPORTATION 


In March 1958 I made a statement, published in one of the Brotherhood of 
Locomotive Engineers publications, relative to permitting the railroads to sell 
transportation. I am still of the opinion the railroads should be permitted to 
engage in reasonable diversification, always, of course, with the thought of 
augmenting their primary objective, that is, transportation on the rails. 

I am firmly convinced if they are permitted to do so they can make use of 
highway and water transportation in particular to bring business to the rails, 
and at the same time give the general public better service than is often being 
made available by other forms of transportation. 

In other words, if they are permitted to expand their service it will in my 
opinion result beneficially for the whole country, it will improve the transporta- 
tion system as a whole and be beneficial to the railroads and, if they are 
prosperous, to the railroad employees as well. 

I have a very strong opinion to the effect that the transportation policy of 
the country should be revised to permit the railroads to diversify their opera- 
tions, thereby meeting the complex nature of present transportation needs. 

For, after all, transportation is the only thing the railroads have to sell, and 
it is the only thing that will keep and maintain railroad employment. 

The tremendous capital investment the railroads have in their rights-of-way, 
terminals, and rolling stock make possible the low ton-mile cost, and anything 
that will add to the use of these facilities can only result in better and cheaper 
transportation. 

For example, the institution of piggyback service is already having a beneficial 
effect on the industry. 

In summation, if the Congress will revise the transportation policy of the 
Government along the lines suggested, as well as revise the tax structure so that 
the railroads will not be required to help subsidize their competitors, it can only 
result in better and cheaper transportation for the entire country, and the 
stabilization of thousands of jobs. 
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STATEMENT BY JouHN S. McDouGAL, REPRESENTING THE NATIONAL Retarz, 
MERCHANTS ASSOCIATION, OpposiInGc H.R. 7960 anp H.R. 9280 


The National Retail Merchants Association is a voluntary trade association 
composed of approximately 11,500 department, specialty, and chainstores located 
in every State of the Union and in the District of Columbia. Our members have 
a combined annual sales volume in excess of $20 billion. I am chairman of the 
transportation committee of the National Retail Merchants Association, and traf- 
fic manager of Woodward & Lothrop, a large department store with main store 
in Washington, D.C., and branch stores in nearby Maryland and Virginia. 

At the meeting of the transportation committee held January 11, 1960, in New 
York City, the following policies were adopted : 

“In order to provide a legislative program which will give railroad manage. 
ment the flexibility and freedom required to alter their operations readily, reduce 
operating costs, improve the efficiency of their operations, and eliminate the need 
for discontinuance of their services, we will support measures to provide— 

“(1) Free substitution of motor for rail service, to points which the rajl- 
roads now service, when such action would improve the service; and 

“(2) Legislation that would allow for dual ownership or integration 
which, however, does not act as undue restraint upon competition.” 

We feel that H.R. 7960 and H.R. 9280 go far beyond these policies. It is the 
position of our association that ownership of another form of transport by a 
railroad should be limited to cases in which the carrier serves in an area closely 
related to the area served by the railroad. For example: ; 

(1) If the New York Central Railroad wanted to purchase a motor ecar- 
rier that operates between New York City and Albany, N.Y., we would think 
they should be permitted to do so. 

(2) If the New Haven Railroad wanted to purchase a truckline that 
operates in the State of Texas, we would think they should not be allowed to 
do so. 

Therefore we oppose H.R. 7960 and H.R. 9280 because they are too broad in 
scope. As written they would, we believe, give the railroads the potential right 
to exv-and, by purchase of other carriers, to operate anywhere they wanted to 
go. Should these bills be amended so as to limit the railroads to purchases of 
types of carriers other than rail but serving the same general area in which they 
operate, then we would support the legislation. 

Thank you for this opportunity to express our views on these two bills. 


THE SovuTHLAND Co., 
Yazoo City, Miss., February 19, 1960. 
Re House bills 7960, 7961, 7962, 9279, 9280, and 9281. 


Hon. JoHN BELL WILLIAMS, 


Chairman, Subcommittee on Transportation and Aeronautics, 
U.S. House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE WILLIAMS: The above House bills are currently being 
heard before your subcommittee pertaining to diversification of railroad 
transportation. 

Generally, we are supporting railroad efforts to diversify this transportation 
by being able to likewise render service by other modes of transportation. We 
feel very strongly that in many instances the railroads should be able to also 
provide services by motor freight, water, ete. Back in the spring, we went on 
record with Senator George Smathers supporting the Senate bills comparable 
to these House bills and said to him: 

“We are of the oninion that where a railrond can show a convenience and 
necessity for motor earrier service. then they should be nermitted hy the Inter- 
state Commerce Commission or State public service commission to enter into 
motortruck service without anv more restrictions than annlicable to regular 
motor carriers. We feel that such permission could not be construed as creating 
a monopoly in the transportation field and should have no effect on our antitrust 
laws.” 

T have notified the Association of American Railroads that conditions ner- 
mitting. IT was going to trv to annear hefore vour committee in sunport of these 
hills, However, T am writing vou today so that should conditions prevent my 
appearence, our views will receive your attention. 

Yours very truly, 


Ben P. Huncens, Traffic Manager. 
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CoLUMBIA RIVER SALMON & TUNA PACKERS ASSOCIATION, 
Astoria, Oreg., June 10, 1959. 
. HARRIS, 
een foe Committee on Interstate and Foreign Commerce, House Office 
Building, Washington, D.C. 

Dear Mr. Harris: The members of this association are interested in 8. 1353, 
S, 1854, and S. 1355 permitting any firm or corporation engaged in one form of 
transportation business to diversify their operations by using other forms of 
transportation so as to offer the most complete and efficient service to the 
yo ar who process over 90 percent of the fish and other water food 
products produced in the Columbia River and Oregon coast areas, believe such 
diversification would justify itself through enabling any one shipping company 
to give a complete and efficient service. , 

Our consideration of this matter involves our knowledge of transportation 
methods practiced in Canada. We believe that it has not stifled competition 
there, and on the other hand has improved services offered to shippers. 

We hope your committee will give serious consideration to this proposed 
legislation and submit a favorable report. 

a JAMES H. CELLARS, 
Executive Secretary. 

P.S.—Please make this letter a part of the record of your committee report. 

Thank you.—J. H. C. 


Tue P. & M. Co., 
WESTERN SALES OFFICE, 
Denver, March 30, 1960. 
Mr. Byron L. JOHNSON, 
House of Representatives, 
Washington, D.C. 

Dear Mr. JOHNSON: We are suppliers to the railroads and are greatly in- 
terested in the welfare of that industry. The 1958 Transportation Act was a 
step in the right direction, but much more need be done to assure a prosperous 
railroad industry. We believe that the following steps should be taken: 

1. The excise tax on passenger travel enacted as a war measure, should be 
repealed. 

2. The railroads should be permitted to establish a reserve fund during 
prosperous times, so that the economy could be enhanced by construction work 
during depression times. 

3. The regulations regarding depreciation of rolling stock should be modified 
to a maximum useful life of 15 years and for other railroad property, to 20 
years. 

4. The carriers should be permitted to diversify their services to include 
truck, air, and water transportation. 

Various “make work” proposals such as track motorcar bill and bills to make 
discontinuances of unprofitable passenger trains difficult, should not be passed. 

We trust we shall have your support on these matters. 

Respectfully yours, 
J. J. GALLAGHER, 
Western Manager. 





PACKAGING Corp. oF AMERICA, 
INLAND PAPER Box DIVISION, 
Denver, Colo., March 28, 1960. 
Hon. Byron L. JoHNson, 
House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN JoHNSON: As suppliers to the railroad industry, we are 
naturally interested in the welfare of that industry. We are greatly concerned 
over the fact that legislation harmful to the industry continues to be enacted 
(for example, increased railroad retirement and unemployment benefits last 
year) while most beneficial legislation remains bottled up in committee or comes 
by fits and starts. The Transportation Act of 1958 was a step in the right direc- 
tion. The fact that studies are being continued by the Senate Interstate and 
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Foreign Commerce Committee and the Department of Commerce is a clear indi- 
cation that the act was only a bare beginning and that much more needs to be 
done to insure a sound and prosperous railroad industry. 

Among the steps which must be taken if this is to be brought about are the 
following: 

1. The railroads should be permitted to diversify their services, including the 
operation of truck, air, and water carriers. 

2. The railroads should be permitted to establish a construction reserve pro- 
gram similar to that allowed to the merchant marine in the Maritime Act of 
1936. 

3. The railroads should be permitted to treat property other than rolling 
stock as having a maximum useful life of 20 years and rolling stock as having a 
maximum useful life of 15 years. 

4. The excise tax on passenger travel enacted in World War II should be 
repealed at once. 

Among the measures which should not be enacted are various make-work 
proposals such as the track motorcar bill and bills to make passenger train 
discontinuances more difficult. 

We look to you to support our position on these matters. 

Sincerely yours, 
F. C. VERTRES, General Manager. 


OREGON RAILROAD COM MITTEE, 
The Dalles, Oreg., April 8, 1960. 
Re S. 1358, S. 1354, S. 1355, H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 
9280, and H.R. 9281—Transportation diversification for shippers and rail- 
roads. 
Hon. OREN Harris, 
Chairman, House Committee on Interstate and Foreign Commerce, U.S. House 
Office Building, Washington, D.C. 

DEAR REPRESENTATIVE Harris: As vice chairman of the railroad employees’ 
committee for this area, I respectfully submit for your attention the enclosed 
copies of petitions signed by a cross section of businessmen and prominent citi- 
zens in the various towns in eastern Oregon, indicating their favorable attitude 
toward legislation by Congress to permit railroads to diversify their operations. 

The petition was circulated throughout the State by the railroad employees’ 
committee in each locality. At present, we have contacted about 3,000 shippers, 
merchants, and other responsible people, whom we have found to be very much 
aware of the need for corrective action such as that contained in the bills men- 
tioned above, so that the railroad industry of this Nation can be freed from 
restrictions now hampering it and enabled to establish a coordinated transpor- 
tation system for the betterment and growth of Oregon, the West, and the entire 
country. 

It is my understanding that hearings will soon be held before a subcommittee 
on the bills mentioned above. I urge your support and request that you have 
this letter with the enclosed petitions made part of the record. 

Respectfully, 
RatpuH §S. Davis, 
Vice Chairman. 


(Nore.—The petitions referred to have been placed in the committee 


files. ) 


STATEMENT OF W. P. KENNEDY, PRESIDENT, BROTHERHOOD OF RAILROAD TRAIN: 


MEN, IN Support oF H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, 
AND H.R. 9281 


My name is W. P. Kennedy. I am president of the Brotherhood of Railroad 
Trainmen. The several bills being considered by this committee in this hearing 
are for the purpose of removing the special restrictions against the railroads 
in their use of trucks, airplanes, and barges. If these bills are adopted by 
Congress, railroads would be allowed equal rights to use these other tools of 
transportation upon submitting the same kind of proof required of others. 
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There was a time when we were fearful that if the railroads were allowed 
to use the highways and the airways and the inland waterways they would 
divert so much traffic away from the railroads that employment would be 
affected and many of our men would lose their jobs. Congress wrote into the 
law special restrictions which, we thought, would safeguard railroad jobs. 
Congress, apparently then considering the railroad system a monopoly, also 
sought by these restrictions to prevent the railroads from monopolizing other 
forms of transportation. But, as we all know, there are often changes in 
circumstances which require changes in the law. And that is exactly the 
situation here. 

With many times more freight and passenger traffic in the total commerce of 
the Nation than existed at the turn of the century we have fewer railroadmen 
employed. At our peak in 1920 there were approximately 2 million railroad 
employees. Today there are approximately 800,000. While many factors have 
had their effect upon this disheartening slump, not the least of which has been 
the rapid automation on the railroads since World War II, the fact remains 
that the principal reason, the most important cause, is the loss of freight and 
passenger traffic to other forms of transportation, forms of transportation from 
which the railroads, as a practical matter, have been barred. 

These restrictions have not in fact protected railroad employment. The 
traffic has gone to the highways and airways and waterways just the same. 
But it moves in vehicles not operated by railroad companies with some natural 
concern for the welfare of their employees, but by others with no obligation to 
or concern for railroadmen. 

Some people may believe that such is progress (and I may say parenthetically 
that it is not and never has been the intent of railroad labor to stop progress), 
put let us examine the picture in the light of circumstances as they exist today. 

Billions of dollars in public funds have been spent for highways and water- 
ways and other billions in both private and public money have been spent for 
air transports and terminal facilities. These figures are too well known to you 
to bother with their enumeration. But the excuse for spending all this money 
has been the claim that it was to be spent as a means of developing systems 
of transportation more comprehensive, more convenient, and in some respects 
cheaper than the railroads. Railroads were kept out as a means of promoting 
that development. That process is pointed to as one kind of automation. Now, 
by today, we have come all the way around the circle and we find the very 
restrictions that kept the railroads out of these other fields—the limitations 
intended to promote this automation—are so operating as to actually prevent 
automation. 

We in the Brotherhood of Railroad Trainmen pioneered in the field of piggy- 
back transportation. We saw in it a plan of operation by which the store-door 
flexibility and convenience of truck transportation could be blended with the 
economy and speed and mass capacity of railroads. While slow, at first, to be 
adopted by management, it is gratifying to note that nearly every railway 
trade publication now tells the story of increased trailer-on-flatear traffic and 
service. While there are several different plans for piggyback service, the fun- 
damental thing that has made it grow is the fact that the railroads have the 
right to operate piggyback. 

Here is a refreshing example of automation in transportation at its best. 
Large numbers of semitrailers or other containers may be brought from gather- 
ing areas to railroad terminals, loaded on flatcars and moved in trainload lots, 
swiftly, safely and cheaply to other railroad terminals where delivery is made 
throughout a distribution area. The train and the truck. Each does that 
which it can do best. 

I am convinced that in order to get more efficiency, economy, and speed in 
transportation, to get a further effective step in automated movement, we 
need to eliminate the artificial restrictions which keep the railroads out of the 
trucking business and out of other fields of transportation. Not all repre- 
sentatives of railroad labor feel the same as I do. For example, many of my 
colleagues are doubtful about the inherent soundness of inland water trans- 
portation and the vast sums of public money spent on waterways. They have 
doubts about the fairness of spending public money for waterways merely to 
get cheaper transportation for the relatively few who live along the river 
channels. But an important and growing segment of railroad labor believes 


that both railway employees and the public would be better off if the rail- 
roads had the right to operate trucks and other forms of transportation wherever 
required by the public need and when consistent with the public interest. 
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Why do I say these restrictions are blocking automation? My understand- 
ing of automation is that it is the practice of ultilizing mechanical means for 
doing a given job when, by so doing, the job can be done more efficiently anq 
at less cost. I think there is little doubt about the ability of the railroads 
to move loaded trailers on flatcars for great distances in trainload lots with 
greater efficiency and at lower cost in manpower, fuel, and other items of 
expense than they can be moved separately behind motor tractors over the pub- 
lic highways. I think it is the generally accepted view that for small lot, short 
haul movement the truck is best but for long haul mass movement the economies 
favor the rails. The problem in this piggyback movement is the development of 
sufficient numbers of trailer loads to make up trains of cars which may be 
moved with sufficient frequency. The current policy of separating transportg. 
tion in strict accordance with the instruments used is slowing down or pre- 
venting these concentrations at both ends of logical piggyback runs. 

Today we have trucking companies operating over the highways between 
Canada and the gulf and between the Atlantic and the Pacific. Only a few 
days ago the Interstate Commerce Commission went so far as to approve the 
first contested application for the establishment of single-line coast-to-coast, 
common carrier truck service. It reached the very dubious conclusion that 
such operation is consistent with the public interest and although review of its 
decision is pending the prospects are ominous. Extremely long haul movements 
by truck are commonplace despite the relative economics. It is only natural for 
a carrier by any means to want to keep possession of the freight it hauls for 
the longest possible distance before turning it over to another carrier by any 
mode in order to complete the haul. Because railroads are practically blocked 
from motor carrier operations they cannot themselves move feight in substantia] 
volume over the highways to or from practical gathering or distribution centers, 

If they had the right to engage in such operations they could vastly ac. 
celerate the development of piggyback and get more long haul freight off the 
highways and onto the rails where it belongs. This is an illustration of how 
efficiency would be increased and cost reduced if the railroads were allowed 
to supplement or augment their service by the use of other means of transporta- 
tion. Piggyback and other innovations would be accelerated. The public 
would benefit from lower cost and better service. And I, for one, believe there 
would be more railroad jobs, not fewer. 

It is ridiculous to assume that the railroads would acquire a monopoly of 
truck transportation. Truck movement by shippers in their own trucks, by 
itinerant truck peddlers and by motor common carriers has grown so big as 
to foreclose any possibility of the railroads, or anyone else, monopolizing that 
business. Railroads are still the cheapest and most efficient means of land 
transportation. If given a chance to compete in both rates and service and 
to use the tool of transportation best suited for each given job, I have no doubt 
at all about the survival of the railroads. Given equal treatment they will take 
eare of themselves and the trains and the skilled and trained men who oper- 
ate them will be here to handle their share of the burden in any emergency 


STATEMENT OF W. PAUL TARTER, GENERAL TRAFFIC MANAGER, WILLIAM VOLKER & 
Co., BURLINGAME, CALIF., RELATING TO TRANSPORT DIVERSIFICATION BILLs H.R. 
7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, any H.R. 9281 


My name is W. Paul Tarter. I am general traffic manager of William Volker 
& Co., located at Burlingame, Calif. My mail address is Post Office Box 529. 

On March 4, 1960, I directed a communication to the clerk of your committee 
indicating that, as large users of common carrier transportation, we have 
knowledge of the transportation shortcomings which result from some of the 
present provisions of the Interstate Commerce Act. We also indicated that we 
desired to testify in favor of transport diversification and asked for a time to 
be set for our appearance in Washington. 

William Volker & Co. is a wholesaler of house furnishings with 29 ware 
houses located in the western part of the United States. Our business consists 
of the selling of all types of household furnishings, including furniture, carpet- 
ing, linoleum, floor tiles, and window shades. 

It is our belief that the enactment of this enabling legislation will permit 
railroads to be in a better position to compete with other forms of transportation 
thereby enabling them to give us better service on the products which we sell. 
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It is important to us and other shippers that one form of transportation be 

rmitted to use other modes and forms of transportation in order to provide 
the best service possible to the shipping public. We concur in prior testimony in 
favor of transport diversification, and desire to call attention to two additional 
reasons (which do not seem to have been mentioned heretofore) for enactment 
of such legislation. : ae ; 

At the present time pseudoprivate carriage is “stealing” the desirable tonnage 
from both the railroads and the common motor carriers. Because the pseudo- 
private carriers have no terminal expense, always arrange to have a balanced 
full movement, perhaps skimp a little on maintenance and insurance, and only 
choose those movements which are advantageous, the pseudoprivate operator 
will always have a lower cost than the common motor carrier. The only com- 
mon carrier that can compete with the pseudoprivate operator is the railroad. 
However the pseudoprivate operator has the advantage of ease of delivery to any 
point reached by a highway, whereas the railroads are confined to their own 
tracks. On the other hand, if the Interstate Commerce Act is amended as here 
proposed, so that the railroads can utilize trucks for any portion of the move 
that seems most desirable, the railroads will then be in a position to meet the 
pseudoprivate operator, thus strengthening common carriage for the good of all. 

Furthermore, transport diversification will place all carriers in a position 
to benefit from Government subsidies in the form of highways and waterways, 
thus placing all on an equal footing. 

For these reasons, we consider it to be in the best interest of business and of 
the public at large that this proposed legislation be enacted by the Congress. 
We cannot too strongly urge that your committee give favorable consideration 
to these bills so that they may be started on the road toward enactment by the 
Congress. 


STATEMENT OF Ropert E. Wess, ATTORNEY AT LAw, LOUISVILLE, Ky., ON THE 
SUBJECT OF THE TRANSPORT DIVERSIFICATION BriLuis, H.R. 7960, H.R. 7961, 
H.R. 7962, H.R. 9279, H.R. 9280, anp H.R. 9281 


My name is Robert E. Webb. I am engaged in the practice of law, wit): >ffices 
in the Kentucky Home Life Building, in Louisville, Ky. 1 specialize in the field 
of transportation law and practice regularly before the Interstate Commerce 
Commission and other administrative tribunals. I was formerly a member of 
the firm of Norman, Quirk & Webb, with offices in Louisville and Washington, 
D.C. I was a member, and Chairman, of the Board of Investigation and Re- 
search created by section 301 of the Transportation Act of 1940, for the pur- 
pose of making special studies, for the Federal Government, of problems in the 
field of transportation. I have also served as chairman of the Kentucky Rail- 
road Commission, and have been an instructor in transportation law at the 
University of Louisville. 

In the recent report issued by the Secretary of Commerce styled “Federal 
Transportation Policy and Program” the railroads were characterized as the 
outstanding unsubsidized ‘sick man’ of transportation.” One does not have to 
be a very profound student of transportation to understand why this is so. 
Since World War If many billions of dollars have been spent, principally by the 
Federal Government, in aid of transportation by highway, by waterway, and 
by airway, all of which forms of transportation are actively competing with 
the railroads. Only limited user charges have been assessed for the com- 
mercial use of such facilities. Regulation of the railroads under the Interstate 
Commerce Act is also more restrictive than that imposed on other forms of 
transportation. With large Government-provided facilities, carriers other than 
the railroads have relatively light tax burdens compared with those of the rail- 
roads. Inevitably the result of these conditions has been to divert large 
volumes of traffic from the railroads to other modes of transportation. 

If all modes of transportation were being accorded the same treatment by 
the Federal Government and the State governments, there might be some force 
to the arguments that the railroad industry should not be permitted to engage, 
in the same manner as others are premitted to engage, in transportation by 
other modes, but since this is not the case it is clear enough that injustices 
to the railroads are not only continuing but are compounded. Other modes of 
transportation should not continue to be extensively promoted by Government and 
the form of transportation not promoted at all be told it cannot engage (other 
than in a very limited and inefficient way) in such forms of transportation. 
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It is well known that our railroads constitute the backbone of the Nation's 
transportation system. The constant weakening of the main structure of this 
system will certainly produce ill effects of far-reaching consequence detrimental] 
to the Nation’s welfare and to shippers throughout the length and breadth of 
the land. 

The magnificent new highways being built all over this country at enormous 
expense should not be regarded as the exclusive preserve of those engaged in 
the trucking business to the practical exclusion of other forms of transportation 
No more should waterways or airways provided and improved at great public 
expense be used only by those presently employing them or be foreclosed to 
railroads or other forms of transportation. 

There is nothing in the Federal laws, or their administration, which prevents 
a motor carrier or a water carrier from operating or acquiring control of q 
railroad. 

It may well be that common carriers of more than one form of transportation 
would prove to be distinctly in the public interest since a single company would 
be in position to provide the type of service most suitable for any given shipment. 

I thank you for considering this expression of my views. 


STATEMENT OF GEORGE B. Weir, TRAFFIC MANAGER, THE STANDARD SLAG Co., Ix 
Support oF H.R. 7960 AND H.R. 7962 


My name is George B. Weir. I am traffic manager of the Standard Slag (to, 
and its affiliated companies. I have been associated with the transportation 
industry for over 20 years. I am presenting this statement on behalf of the 
Standard Slag Co. in support of H.R. 7960 and H.R. 7962, two of the transporta- 
tion diversification bills which are designed to remove present disabilities the 
railroads have in engaging in motor and water transportation. 

The Standard Slag Co. is in the business of slag, sand, and gravel, with its 
main office in Youngstown, Ohio. It has slag plants located in the States of 
Ohio, New York, Pennsylvania, Maryland, West Virginia, and Illinois. It has 
sand and gravel plants in Ohio and Pennsylvania and stone plants in Kentucky; 
also, iron ore mines in Nevada, California, and British Columbia. 

Slag is a byproduct resulting from the manufacture of iron and steel. Its 
primary usage is in the construction of highways, the making of cement and 
cement block, filtering plants, and many other purposes. 

The Standard Slag Co. produces approximately 10 million tons of slag an- 
nually, most of which is transported at the present tiie to consignees within 
175 miles of the producing area. To meet our transportation needs our company 
depends upon rail, motor, and water transportation. At one time. approxi- 
mately 90 percent of our freight traffic moved via rail, the other 10 percent 
moving via trucks and barge. However, today the picture has completely re- 
versed where approximately 80 percent of our freight traffic is moving via trucks 
and barge and the rails are being favored with the remainder. 

This situation has been brought about by the railroads imposing general ex 
parte increases (these are rail increases straight across the board on all freight 
shipped). Motor and barge rates have increased but not in proportion to the 
rail increases. We feel this is due in part to the fact that the water and highway 
modes of transportation have been subsidized by the Government whereas the 
rails have not been subsidized but rather their hands have been tied due to 
various Federal rules and regulations. 

We do not feel that the railroad’s position will be helped by future general 
rate increases; therefore, our company’s primary interest in the enactment of 
H.R. 7960 and H.R. 7962 is what these changes in the law would do for the 
financial stability of the railroad industry and for the improvement of overall 
transportation services to our company. We do not believe there can be any 
argument that many railroads are in serious financial trouble. Several of these 
railroads operate in the States in which we do the bulk of our business. Also, 
the iron and steel industry, upon which we heavily rely in our production of 
slag, depends to a great extent on the railroads for their transportation needs. 

We feel that the passage of these bills will accomplish several desirable ob- 
jectives. First, it would help to correct the serious economic problems now 
facing the railroads by opening up additional sources of revenue from the trans 
portation of commodities which they formerly had and which have been diverted 
from them by other modes of transportation. Second, these bills would improve 
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transportation services generally by allowing us, as a shipper, to deal with a 
fewer number of companies for all our transportation requirements. Third, the 
experts who operate our railroads would be permitted to use their knowledge 
in all modes of transportation. Finally, we understand there has been criticism 
of these bills for the reason that their passage would allow the prosperous rail- 
road industry to eliminate competition in the motor and water fields from less 
prosperous operators. Such an argument ignores the true facts in this matter, 
namely, that the competitors of the railroads and not the railroads are the 
financially strong group. 


BRADFIELD LUMBER Co., 
Salem, Oreg., May 4, 1960. 
Hon. JoHN BELL WILLIAMS, 
House Office Building, Washington, D.C.: 


My interest in securing the best transportation available urges me to request 
that your honorable committee give favorable consideration to attached measures 
now before you. 

We believe it to be in the best interest of the economy of the country, and in 
the public interest to secure enactment of legisiation of this character. 

It is felt that the economy will be better served by allowing common owner- 
ship of one form of transportation by another form of transportation and in the 
public interest, that such legislation be enacted by the Congress of the United 
States. 

Undoubtedly testimony has been presented before your committee relative to 
these measures, therefore, we request that you do what you can to help us out 
in this. 

We do not feel that one method of transportation should be penalized to help 
another as is being done by forcing the railroads to maintain their lines and 
also help build roads for trucks. 

Thanking you in advance for any help you can give us in this matter, I beg 
to remain. 

Sincerely yours, 
E. A. BRADFIELD. 
TRANSPORT DIVERSIFICATION 


Senate bills 1353, 1354, and 1355, introduced by Senator Butler of Maryland 
March 10, 1959, and companion bills H.R. 7960, H.R. 7961, and H.R. 7962, intro- 
duced by Representative Walter Rogers of Texas June 24, 1959, and H.R. 9280, 
H.R. 9279, and H.R. 9281, introduced by Representative John Bennett of Mich- 
igan on September 14, 1959, are known as transport diversification bills. 

S. 1353 and its companion bills, H.R. 7960 and H.R. 9280, would amend section 
207(a) of the Interstate Commerce Act to the effect that no application for a 
certificate of public convenience and necessity will be denied by the Commission 
merely by reason of the fact that the applicant is a carrier other than a motor 
carrier; S. 1354 and companions H.R. 7961 and H.R. 9279 propose to amend sec- 
tion 417 of the Federal Aviation Act to prevent special or different standards 
er requirements or burden of proof being attached to an application for permit 
to engage in the business of an air carrier by reason of the fact that a person 
affected by such proceeding is a carrier other than an air carrier, and S. 1355 
and H.R. 7962 and H.R. 9281 propose to amend section 309(c) of the Interstate 
Commerce Act to provide that no application for a certificate shall be denied 
merely by reason of the fact that the applicant for such a certificate is a car- 
rier other than a water carrier. 

Many regulations and limitations were justifiably placed on common carriers 
by rail beginning nearly three-quarters of a century ago and added to since. 
These narrow restrictions are still a part of the Interstate Commerce Act al- 
though the conditions which prompted them have in a great degree long since 
ceased to exist and the restrictions can no longer be justified in the light of 
economic conditions that now prevail. In addition, and more recently, the Motor 
Carrier Act of 1935 has been applied, with rare exceptions, in such a way as to 
restrict railroad-owned motor carrier service to only that service which is 
auxiliary or supplemental to the rail service. This policy is carried out through 
imposition of prior and subsequent rail haul restrictions, or key point restric- 
tions, by limiting the service to rail points only, by requiring the movement on 
rail billing and other conditions designed to keep the motor service attached 
closely to rail service. The Panama Canal Act of 1914 prohibits a competing 
rail carrier from any ownership or control of a water carrier unless very dif- 
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ficult standards are met. The Civil Aeronautics Act of 1938 has been uniformly 
construed as prohibiting any surface carrier from owning or operating any 
interstate commercial airline. 

The Motor Carrier Act of 1935 was designed to foster the orderly growth of 
the young trucking industry during its development by bringing to it some degree 
of regulation. During the past quarter of a century under Federal, State, and 
local governments, in the expansion of highway development programs and the 
increased carrying capacity and motive power of vehicles, the motor carrier ip. 
ae has emerged as a very healthy and competitive force in the transportation 

eld. 

That segment of the trucking industry under the control of the various rail- 
roads throughout the country has not been able to develop to the same extent 
that the motor carrier-owned segments of the industry have, due to the restric 
tions imposed by the act of 1935 and its interpretation by the ICC and the 
courts. These restrictions have prevented the availability of the more complete 
and well-rounded services that otherwise could have been offered. The regula- 
tions which prevent the rail-owned trucking lines from accepting all freight 
offered and the necessity under these regulations for the selection of certain 
types of freight and the rejection of others, both interstate and intrastate, de 
pending on the limitation of the operating rights, circumscribes the freedom of 
action necessary to provide a complete service to agriculture, industry, and other 
Shippers. If these unnecessary and burdensome restrictions were to be removed 
to the extent that the railroad industry could apply for a certificate of public 
convenience and necessity on the same basis as that of its competitors, the rail 
carriers would be in a position to offer a more complete and economical service 
to the shipper by combining the flexibility of trucks with the economies of long- 
haul rail service. 

Always it should be borne in mind that under these legislative proposals rail- 
owned carriers would still be subject to all the tests required by the Interstate 
Commerce Act; such as rate regulation, proof of public convenience and ne 
cessity, the prohibitions forbidding discrimination, preference or prejudice and 
dual operations, unfair and destructive competitive practices and the like. Also, 
in acquisition cases, the proof of consistency with the public interest would still 
be required. All that is contemplated or desired is to remove the inequitable 
and burdensome restrictions that apply only to transportation by rail-owned 
agencies. 

If the pending legislation is enacted, it will enable rail carriers to engage in 
operations as ot truck-air, rail-air, and truck-rail services, thus combining the 
inherent advantages of each mode, to the benefit of shipper and carrier alike. 
The stronger a carrier may become as a result of these broadened operations, 
the better position it will be in to supply a more varied and more efficient serv- 
ice to all of its patrons. While it is true that some diversification is now 
being accomplished, it is also true that benefits are being proven beyond mere 
speculation and point the way to greater benefits to all if unsound and w- 
reasonable restrictions were removed. 

Diversification has been the salvation of many businesses in this country. 
The ability to diversify product and service has been the means by which many 
companies have been able to remain in business, continue their payroll, pay 
their taxes, and remain good citizens of a community. Insofar as it has been 
feasible under existing statutes, western railroads have diversified. Southern 
Pacific has undertaken the construction and operation of pipelines for the ship- 
ment of refined petroleum products from Texas to Arizona and from California 
to Arizona and from California to Nevada. This diversification has permitted 
the transportation of these petroleum products at considerably less cost to the 
shipper. 

A tremendous growth is taking place in the so-called piggyback mode of trans- 
portation, which has provided a faster, more complete, and more efficient service 
through a combination of rail and truck operations. This is just another step 
in the development of diversification, although full effects are not permitted to 
flow because of the restraints heretofore mentioned. 

With the removal of archaic, outmoded, and unnecessary regulations, trans- 
portation companies will be in a much better position to provide necessary pub- 
lic services and to offer resistance to the pressures for increased rates. At the 
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present time, surface carriers are prohibited by law from entering into trans- 
portation by air, although there are no such arbitrary restrictions on air car- 
riers entering into competition with surface carriers. Also, there is no special 
restriction on a water carrier entering into motor carrier activities and there 
are no restrictions that would prevent any other carrier from entering into the 
field of transportation by railroad. 

In summary, it is the considered judgment of the rail industry that the enact- 
ment of Senate bills 1353, 1354, and 1355 and House bills 7960, 7961, 7962, 9280, 
9279, and 9281 will benefit agriculture and industry, will ultimately provide a 
petter service at lower cost, make available more service in the marketplace 
and strengthen the common carriers of the country as the backbone of our 
transportation system both in time of peace and in national emergency. 

Your endorsement and support of this legislation is earnestly solicited. 


THE ARKANSAS RICE GROWERS COOPERATIVE ASSOCIATION, 
Stuttgart, Ark., May 12, 1960. 
Re transport diversification bills (H.R. 7960, H.R. 6961, H.R. 6962, H.R. 7279, 
H.R. 9280, and H.R. 9281). 
Hon. JoHN BELL WILLIAMS, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN WILLIAMS: We understand that your committee has con- 
cluded hearings on the above referenced bills. 

To protect the interest of our organization, in securing the best transportation 
available, we urge that your committee give favorable consideration to these 
bills. It is unjust, unreasonable, and prejudicial that railroads are restricted 
in their use of other modes of transportation, while these restrictions do not 
apply to other modes of transportation. 

Diversification permitting common ownership of one form of transportation 
by another form of transportation strengthens our transportation industry, 
improves service, effects economies in overall transportation costs, and provides 
a greater choice in the selection of transportation for marketing our products. 
Enactment of legislation of this character is certainly a step in the right direc- 
tion in assisting in solving our many universal transportation problems. Busi- 
ness in general and the economy of the country will be greatly improved by the 
approval of these bills. 

We urge your support in the passage of the above referenced bills, and shall 
appreciate your including this letter in the record of your committee hearings. 

Respectfully yours, 
L. C. CARTER, General Manager. 


OREGON WOOL GROWERS ASSOCIATION, INC., 
Fossil, Oreg., February 4, 1960. 
Hon. Epirn GREEN, 
House Office Building, Washington, D.C. 


Deak CONGRESSWOMAN GREEN: In regard to recent hearings in Congress I 
thought that it might be of value to send you a resolution passed by the Oregon 
al Growers Association at their annual convention last year. It reads as 
ollows: 

“Resolved, That the Oregon Wool Growers Association favors the removal 
of artificial restrictions on the right of the operators of any form of transporta- 
tion to engage in transportation by other forms, subject, of course, to existing 
requirements that there be, in each instance, an adequate showing that public 
convenience and necessity will be served.” 

I would like to request that you make this resolution of our association a 


part of the records of the House and Senate Committees on Interstate and For- 
eign Affairs. 


Yours very truly, 
J. P. Stetwer, Secretary. 
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GREAT LAKES CARBON CorpP., 
Chicago, Ill., May 11, 1960, 

Hon. JoHN BELL WILLIAMS, 

Chairman, House Subcommittee on Transportation and Aeronautics, Interstate 
and Foreign Commerce Committee, U.S. House of Representatives, Wash- 
ington, D.C. 

DEAR CONGRESSMAN WILLIAMS: Great Lakes Carbon Corp. is engaged in the 
business of mining, processing, and manufacturing. We have 18 plants located 
in 12 States from the Atlantic to the Pacific. In addition we have 15 sourecag 
of petroleum coke under exclusive contract to us which is shipped via rail to 
our plants at Chicago, Ill., Port Arthur, Tex., and Los Angeles, Calif., as wel 
as direct to customers. 

For the transportation of our raw materials and products, we utilize the 
services of rail, barge, and motor carriers. Currently we are using a contract 

arge carrier, but in the past we have used certificated barge lines. In addition 

we export through the port of Chicago, gulf ports, Atlantic ports, and Pacifie 
Coast ports, either direct from our plants located on water or via rail, barge, or 
truck to the ports. Our company’s use of motor carriers embraces common 
carrier, contract carrier, and our own trucks. The whole economy of our com- 
pany is dependent upon a healthy and prosperous transportation system. Ags 
such we have a vital interest in any legislation which will benefit all forms of 
transportation. 

We are very much in favor of matters now being considered by your com- 
mittee pertaining to transportation diversification. But particularly, we are 
in favor of H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R, 9280, and H.R. 
9281. 

It is our sincere belief that in the best interest of a better transportation 
system in this Nation, it can be obtained by enacting legislation which. will 
permit diversification. 

Transportation methods and practices as well as the competitive aspect have 
undergone a tremendous change in the past several years. We can see no 
justification under current economic conditions why common carriers by rail 
should not be permitted to engage in motor carrier operations between points 
served by the railroads or partially between points served by the railroads. By 
the same token we advocate legislation which will permit diversification by the 
railroads to engage in transportation on the inland waterways between points 
served by them or partially between points served by them. 

We feel just as strong that legislation should permit bargelines or motor 
carriers to diversify their operations, including the acquisition of other forms of 
transportation. 

It cannot be disputed that low-cost transportation is only possible where our 
railroads, bargelines, and trucklines can operate in the most eConomical manner 
possible. 

We feel that all types of carriers have unlimited possibilities for greatest 
economies and improvements in service that would be inherent in diversification, 

We urge that you and your committee seriously consider the condition of our 
transportation industry and its need for more freedom of action. We also urge 
the approval of this legislation which will permit any form of transportation, 
the authority to engage in any other form of transportation. 

Very truly yours, 
W. P. TuLter, Vice President. 


STATEMENT OF EDWARD LEE SOULE, JR., PRESIDENT, Soutf Street Co., San 
FRANCISCO, CALIF., RELATING TO TRANSPORT DIVERSIFICATION BILLS H.R. 7960, 
H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281. 


My name is Hdward Lee Soulé, Jr. I am president of Soulé Steel Co. which 
has its headquarters at 1750 Army Street, San Franscisco, where we have a steel 
fabricating plant. In addition, we have a fabricating plant in Los Angeles and 
a recently completed steel rolling mill in Dominguez, Calif., as well'as plants and 
offices throughout the West. 

It is my wish that this statement be included in the record of the hearings held 
by your subcommittee on the subject of “Transport Diversification,” sometimes 
known as common ownership of one form of transportation by another form of 


transportation, as embodied in House bills H.R. 7960, H.R. 7961, H.R. 7962, H.R. 
279, H.R. 9280, and H.R. 9281. 
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The interest of my company in securing the best transportation available 
urges me to request that your honorable committee give favorable consideration 
to these bills now before you. 

It is our feeling that the economy of this country will be better served by 
allowing common ownership of one form of transportation by another form of 
transportation. We believe it to be in the best interests of the economy, and 
in the public interest, that such legislation be enacted by the Congress of the 
United States. 

APRIL 21, 1960. 
Hon. CLatrR ENGLE, 
Senate Office Building, 
Washington, D.C. 

Dear SENATOR ENGLE: As a supplier to the railroad industry, it is my opinion 
that a sound and prosperous transportation industry is necessary for the safety 
as well as the orderly growth of our country. 

In 1958, the Transportation Act of 1958 was a step in the right direction. 
However, the most beneficial legislation remains bottled up in committee. 
Greater concern for increased railroad retirement and unemployment benefits 
was enacted last year which was more harmful to the industry than further 
constructive legislation to make our railroads a healthy American enterprise. 

In my opinion, the following steps should be taken: 

(1) Permit railroads to diversify their services, including truck operation, 
air and water carriers. 

(2) Permit the railroads to establish a construction reserve program similar 
to that allowed to the merchant marine in the Maritime Act of 1936. 

(3) Railroads should be permitted to treat property other than rolling stock 
as having a maximum useful life of 20 years, and rolling stock as having a 
maximum useful life of 15 years. 

(4) The excise tax on passenger travel enacted in World War II should be 
repealed at once. 

Legislation should not be enacted, or proposals entertained that are “make 
work” measures such as the tract motorear bill or bills to make passenger train 
discontinuances more difficult. 

I look to you to support my position on these matters. 

Sincerely yours, 
Fpwarp Lee Sours, Jr., 
President-General Manager. 


STATEMENT OF SOUTHWORTH LANCASTER, OF CAMBRIDGE, MASS., ON H.R. 7960, 
H.R. 7961, H.R. 7962, H.R. 9280, anp H.R. 9281 


I have spent all my business life in transportation. In the past 20 years 
I have served as traffic manager, Port of Boston Commission; consultant, New 
England Governors’ Committee on Public Transportation; lecturer in trans- 
portation, Graduate School of Business Administration, Harvard University; 
and lecturer, Boston University. I had previously and subsequently held other 
similar posts of a professional and technical nature. 

My experience convinces me that the objectives of the proposed legislation 
are sound and desirable. 

Any transportation enterprise should be permitted to make use of other types 
of carriers as auxiliaries in the carrying out of the principal transportation 
mission. Present restrictions are purely artificial and are not usually rec 
ognized in other countries. 

In Europe, and notably in Denmark, railway systems are able to offer a 
superior coordinated rail-highway service and can operate as common carriers 
in off-rail territory. This has been permitted without infringing on the rights 
of those who engage solely in highway transportation, and has worked suc- 
cessfully, with a healthy stimulus to competition. 

Ownership of other forms of transportation should be limited to carriers which 
are auxiliaries to the performance of the primary function. No railroad should 
have a truckline (nor an air carrier a busline) simply for the sake of owning 
another transportation agency. The auxiliary type of carrier should tie in 
with the main operation. 
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STATEMENT OF W. W. GOLDSMITH, PRESIDENT OF THE ELK Horn Coat Corp., 
CHARLESTON, W. VA. 


My name is W. W. Goldsmith. I am president of the Elk Horn Coal Corp, 
at Charleston, W. Va. I am also an attorney at law and have practiced ip 
both West Virginia and Virginia. 

The Elk Horn Coal Corp. is the owner of approximately 160,000 acres of 
coal land in Kentucky and West Virginia, and it and its subsidiaries are wholly 
dependent upon efficient public transportation. Accordingly, I welcome the 
opportunity to file this statement with the subcommittee in support of the 
above-numbered bills. 

In my humble opinion, transport diversification under integrated ownership, 
with proper safeguards, is essential if my companies and the shipping public 
generally are to receive the best service at the lowest possible cost. It is my 
conviction that the potential benefits of technological developments in the trans- 
portation industry will not be fully realized by shippers unless all forms of 
transportation are permitted to employ all such developments to the fullest 
extent. That goal cannot be reached unless railroads, when they seek a cer. 
tificate of public convenience or necessity for motor, water, or air operations, 
or seek authority to purchase an existing certificate, are placed upon the same 
footing as any other applicant and are entitled to equal consideration. Amend- 
ment of present statutes, as proposed by the above-numbered bills, is necessary 
to give these privileges to railroads. . 

There is no longer any reason for continuing artificial restraints upon rail- 
roads for the protection of motor, water, or air transportation. Those forms of 
transportation have long since passed beyond the development stage. To the 
contrary, there are cogent reasons why shippers should have the right to obtain 
the transportation service they need from one ownership whatever form or 
combination of forms the transportation may require. This is peculiarly ap- 
plicable to the coal industry where a combination of rail, water, and truck 
carriage is in everyday use. The necessity of dealing with the separate owners 
of each form of transportation causes unnecessary work and expense both to 
the carriers and the shipper. 

Once the requirements of public convenience and necessity have been satisfied, 
it is my view that the public interest will be served by permitting a common 
earrier with the ability to perform to offer integrated services from point of 
origin to point of delivery. Obstacles which the law now imposes upon transport 
diversification and the integrated service which would result therefrom, un- 
necessarily increase the Nation’s overall traffic expense. 

I thank you for considering this expression of my views. 


By E.uis E. JENSEN, PH. D., PRESIDENT, JANESVILLE SAND & GRAVEL Co., JANES- 
VILLE, WIS., IN SUPPORT OF TRANSPORTATION Britis H.R. 7960, H.R. 7961, HLR. 
7962, H.R. 9279, H.R. 9280, aNnp H.R. 9281 


My name is Ellis E. Jensen. I am president of the Janesville Sand & Gravel 
Co., Janesville, Wis. For 53 years my firm has been a heavy shipper of concreate 
aggregates by rail, averaging annually about 10,000 cars. 

I have acquainted myself in considerable detail with the problems of the rail- 
road industry, especially those related to the costs and the operating problems of 
short-haul rail traffic. Several of my studies have been widely circulated over 
the Nation by the National Sand & Gravel Association. 

Any student of railroad problems is struck by the restrictive treatment of the 
railroads in contrast with the public assistance accorded other modes of trans- 
portation. In many States, truck licenses cost about the same today as they did 
in 1940. Yet it is true that road construction is three or four times more 
costly now. Much of this increased cost should be charged to trucks alone; 
namely, wider roads, thicker slabs, stronger bridges, and passing lanes on up- 
grades. 

One must, therefore, conclude that license fees for trucks were either too 
high in 1940, or are too low in 1960. I am inclined to the latter belief, and I 
feel that the general public is subsidizing, to some degree, the trucking industry 
by providing it with roads on which to operate at less-than-cost rates. 

When we consider the costs incurred by railroads who own and maintain their 
own ways and bridges, and provide, at great expense, crossing signals and 
safety devices to protect the motoring public, and on top of this, pay taxes by 
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reason of such ownership, we perforce must doubt that equal treatment is being 
accorded to the various competitors for the transportation dollar. > 

Our rivers and harbors program heavily subsidizes water transportation. 
Subsidies to airlines and the furnishing of airport facilities at public expense 
accord the airlines a tremendous advantage in passenger service. 

Subsidy of the railroads’ competitors has been justified by State and Federal 
Governments on the plea that we shall need such facilities in case of war. 
That is correct, but we cannot ignore the railroads’ plight on the ground that 
the railroads will not be needed in case of war. 

The railroads, properly speaking, are not in the railroad business, but in the 
transportation business. They, like any other industry, should be permitted to 
modify their operations and type of service in accordance with new inventions 
and technology. 

I know of no other industry which is prevented from utilizing new methods 
or machines as technology makes them available. Obviously the railroads have 
only transportation to sell. The motortruck is part of the transportation picture, 
and I believe the railroads should be able to integrate this mode of transporta- 
tion with rail service because of the natural interplay, to a high degree, of 
motor transportation with rail transportation. 

A generation ago livery stable operators were not prevented by law from 
acquiring trucks when this competing mode of transportation became available. 
Those who did so could survive in the transportation industry. Those who did 
not went to the wall. This illustrates the point that those engaged in a par- 
ticular industry must be permitted to adjust to new technological situations, 

Accordingly, I heartily endorse the bills introduced into the House of Repre- 
sentatives designed to give the railroads an opportunity to adjust their opera- 
tions to the conditions which exist in the field of transportation. 


STanpDARD MILLING Co., 
Kansas City, Mo., May 4, 1960. 
Hon. Joun BeLt WILLIAMS, 
Chairman, Transportation and Aeronautics Subcommittee, Committee on Inter- 
state and Foreign Commerce, House of Representatives, Washington, D.C. 


Dear Stir: It is my understanding that the record of the hearings in connec- 
tion with H.R, 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 9280, and H.R. 9281, 
commonly known as the transport diversification bills, is being held open for a 
limited period of time to permit the filing of written statements for incorpora- 
tion into the record. Accordingly, I should like to submit the following state 
ment in support of this legislation to be incorporated into this record. 

Standard Milling Co. operates public grain elevators at Kansas City, Kans., 
Kansas City, Mo., Minneapolis, Minn., and Buffalo, N.Y. We also operate a 
flour mill at Buffalo, N.Y. Additionally, we operate so-called subterminal ele- 
vators and country elevators throughout the States of Colorado, Kansas, Ne- 
braska, and Oklahoma. In addition, we originate grain throughout all the sur- 
plus grain producing and shipping States located east of the Rocky Mountains. 
We likewise ship grain into many of the grain-consuming and grain-processing 
States located throughout the United States, as well as to lake ports, Atlantic 
ports, and gulf ports for export. Also, we ship flour and feedstuffs from our 
mill at Buffalo into the Eastern and New England States. 

In another phase of our operations, we are also engaged in the production and 
shipment of charcoal briquettes, operating charcoal briquetting plants at Ashe 
ville, N.C., Cotter, Ark., Fort Seward, Calif., and Meta, Mo. These products are 
likewise shipped throughout the United States and into Canada in carload and 
truckload quantities. 

A third unit of our operations pertains to the production and shipment of 
candy marshmallows at Kansas City, Kans., which also are shipped throughout 
the United States, both by highway and railroad carriers. 

Reverting to our grain operations, we have occasion also to ship considerable 

volumes of grain by lake vessels over the Great Lakes, and we are contemplating 
in the near future the shipment of grain on the inland waterways by barge. 
_ Another operation that we expect to inaugurate approximately May 1, 1961, 
is the operation of a port elevator to be located at Pascagoula, Miss., with a stor- 
age capacity of somewhat over 2 million bushels. The fundamental operation of 
this facility will involve the movement of grain from inland points by rail, barge, 
and truck into Pascagoula for loading into vessels for transshipment overseas. 
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The foregoing résumé is outlined to indicate that we are deeply interested anq 
directly involved in all modes of land transportation. 

In travel, our officers and personnel, of course, extensively utilize the public 
transportation facilities of the airlines, the railroads, and the buslines. We fee] 
therefore, that we can speak on the subject matter involved in this legislation 
with some authority and with considerable direct interest. 

We are acquainted with the fact that there are considerable diverse views re. 
garding the merits or demerits of this legislation. We feel quite strongly, how- 
ever, that such views are frequently slanted to some degree in the direction of 
somewhat naturally selfish motives dependent upon the interest of the particy- 
lar carrier, industry, or spokesman. It should be understood, however, that we 
have no preference or prejudice of any kind, and our views are stated basically 
for the greatest good for the greatest number as it appears to us without reserya- 
tion. 

In our opinion, the mass or great volume transportation such as the move 
ment of grain tonnage and other bulk commodities with which we are directly 
concerned in our operations confines itself primarily to either for hire or com- 
mon carriage on the one hand and private or exempt carriage on the other hand. 
In the field of private or exempt carriage, while the volume of tonnage moved in 
this category is extensive and continues to grow and is rapidly approaching the 
volume of tonnage moved by comman carriage, it is still, nevertheless, confined 
to a relatively limited field of users of transportation service who undertake 
to provide that service themselves because of their peculiar abilities to do so, 
While these parties may undertake to engage in this type of transportation, 
the so-called established common carrier, and particularly so the railroads, are 
precluded generally by law from engaging in this same type of transportation, 
Therefore, it appears to us that the common carrier transporter is in many 
instances, effectively eliminated from providing the public transportation service 
which the public at large in many instances needs and requires, and those of 
the public.that are in position to provide it of their own volition must of necessity 
undertake to do so, while those that are not able to provide this transportation 
service themselves must forego not only the transportation service, but in many 
instances, the volume of business done by that method of transportation as well. 

Some of the so-called private or exempt transportation operations of mass or 
large volume bulk commodities have attained such proportions that these op- 
erators now perhaps take somewhat of a slanted viewpoint of having so-called 
common earrier transportation properly authorized to provide this type of 
transportation as well as other types of transportation which they have been 
performing heretofore. Certainly, it is not the purpose of our statutes to prefer 
certain operators to the prejudice of certain other operators in any field of 
transportation service, and therefore, it appears that such viewpoint would not 
be valid or well founded. 

In the transportation industry, it appears that each separate mode of trans- 
portation seems to feel that it has a so-called inheritance or grandfather's right 
to its particular form or mode of transportation which should be protected from 
competition by others in other modes of transportation. Certainly, the statutes 
of our country should foster rather than discourage or prohibit competition in all 
modes of transportation, as well as business and industry. 

All surface transportation is regulated by the Interstate Commerce Commis- 
sion under the provisions of the Interstate Commerce Act. The Interstate Com- 
merce Commission should be authorized and the Interstate Commerce Act should 
be modified to permit the entry of any one mode of transportation in the fields 
of any other mode of transportation that can be justified under the law as it may 
be established and modified by the Congress from time to time, and as admin- 
istered by such a competent and highly respected authority as the Interstate 
Commerce Commission. 

Perhaps the outstanding example of successful operations in different modes 
or forms of transportation as well as communication without stifling competition 
and still promoting efficient and economical transportation services are the op- 
erations of the Canadian Pacific Railway. I am sure the record is replete with 
details concerning this operation, and certainly the committee has had occasion 
to observe or will observe those operations. 

In our opinion, there is no reason why such operations, not necessarily limited 
to one single operator as the Canadian Pacific Railway is in Canada, but to a 
greater number of operators in the United States, cannot be successfully de- 
veloped in our country also. 
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We hope and strongly urge that this committee and the Congress will act 
favorably upon this legislation and progress it to the point that it may be en- 
acted into our national statutes. 

Yours very truly, 
E. E. KOHLWEs, 
General Traffic Manager. 


STATEMENT OF A. L. JAMES, TRAFFIC MANAGER, RoGuE River PACKING CorpP., 
MEDFORD, OREG. 


My name is A. L. James. I am traffic manager of the Rogue River Packing 
Corp., located at Medford, Oreg. It is my Wish that this statement be included 
in the record of the hearings held by your subcommittee on the subject of trans- 
port diversification, sometimes known as common ownership of one form of 
transportation by another form of transportation, as embodied in House bills 
H.R. 7960, H.R. 7961, H.R. 7962, introduced by Representative Rogers of Texas, 
and in House bills H.R. 9279, H.R. 9280, and H.R. 9281, introduced by Representa- 
tive John Bennett of Michigan. 

The interest of my corporation in securing the best transportation available 
urges me to request that your honorable committee give favorable consideration 
to these bills now before you. 

We believe it to be in the best interests of the economy of the country, and 
in the public interest, to secure enactment of legislation of this character. 

Undoubtedly, testimony presented before your honorable committee by repre- 
sentatives of the transportation industry has brought forth all of the facts con- 
cerning the legislation proposed in these Hoase bills. 

It is the determination of my corporation that business in general and the 
economy of the country will be greatly improved by the passage of these bills. 

Bnactment of this legislation will permit the shipper greater choice in the 
selection of transportation for marketing his products. We urge the enactment 
of these bills. 


STATEMENT OF NOEL TWEED, OF TWEED & GAMBRELL, LA Mesa, CALIP. 


My company heartily endorses transport diversification bills H.R. 7960, H.R. 
7961, H.R. 7962, H.R. 9279, H.R. 9280, H.R. 9281. 

It is felt the economy of this country will be better served by allowing one 
form of transportation to own another form of transportation. This will allow 
diversification by all transportation companies and will better serve the interest 
of the people. 

We again urge passage of these bills. 


STATEMENT OF FRED R. PoAGE, TRAFFIC MANAGER, JOHN HANCOCK FURNITURE Co., 
SAN Diego, CALir. 


As traffic manager of the John Hancock Furniture Manufacturing Co., located 
at National City, Calif., I desire to enter this statement as a part of the record 
on hearing held by your subcommittee to consider transport diversification 
whereby one form of common carrier transport may own another form of trans- 
portation, as contained in House bills H.R. 7960, H.R. 7961, H.R. 7962, H.R. 
9279, H.R. 9280, and H.R. 9281. 


STATEMENT OF L. R. Foupa, PRESIDENT AND Owner, L. R. Fotpa Co., 
LEMON GROVE, CALIF. 


It is my opinion that bills H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, H.R. 
9280, and H.R. 9281 should be enacted as they indicate economic progress in 
solving the many transportation problems of this country. 


Such legislation, if passed, will dissolve many of my transportation problems. 
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STATEMENT OF ALFRED BROOKS, WESTERN PIPE & SupPLy, SAN DIEGO, CALIF., Re 
TRANSPORT DIVERSIFICATION BILLs H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, 
H.R. 9280, AND H.R. 9281 


It is felt the economy will be better served by allowing common ownership 
of one form of transportation by another form of transportation. 

We believe it to be in the best interest of the economy of our country and the 
public’s interest that such legislation as bills H.R. 7960, H.R. 7961, H.R. 7962, 
H.R. 9279, H.R. 9280, and H.R. 9281 be enacted by the Congres of the United 
States. 


STATEMENT OF Rex L. Grass, TRAFFIC MANAGER, SHWAYDER Bros., INc., Denven, 
CoLo. 


My name is Rex L. Glass. I am traffic manager of Shwayder Bros., Inc, 
located at 1050 South Broadway, Denver, Colo. It is my wish that this state 
ment be included in the record of the hearings held by your subcommittee on 
the subject of transport diversification, sometimes known as common ownership 
of one form of transportation by another, as contained in House bills H.R. 
7960, H.R. 7961, H.R. 7962, introduced by Representative Rogers of Texas, and 
in House bills H.R. 9279, H.R. 9280, and H.R. 9281, introduced by Representa- 
tive John Bennett of Michigan. 

I believe it to be in the best interest of the economy of this country and in 
the public interest to secure enactment of this legislation. I believe the pro- 
posed legislation would be a step in the right direction in solving many of our 
transportation problems. 

I further believe our economy will be better served by allowing common own- 
ership of one form of transportation by another, as it will permit the shipper 
greater choice in the selection of transportation for marketing his products. 
Certainly a through transportation service from origin to destination defeats 
the use of several, as we sometimes have to use, in both service and economy, 

In the interest of securing the best transportation available, I urge your 
honorable committee to give favorable consideration to these bills now be- 
fore you. 


STATEMENT OF Roy E. PREwItTr, GENERAL MANAGER, SOLEDAD WAREHOUSE (Co., 
SOLEDAD, CALIF. 


My name is Roy E. Prewitt. I am general manager of the Soledad ware- 
house, located at Soledad, Calif. It is my wish that this statement be in- 
cluded in the record of the hearings held by your subcommittee on the subject of 
transport diversification, sometimes known as common ownership of one form 
of transportation by another form of transportation, as embodied in House bills 
7960, 7961, and 7962, introduced by Representative Rogers, of Texas, and in 
House bills 9279, 9280, and 9281, introduced by Representative John Bennett, of 
Michigan. 

The interest of my company in securing the best transportation available 
urges me to request that your honorable committee give favorable consideration 
to these bills now before you. 

We believe it to be in the best interests of the economy of the country, and in 
the public interest, to secure enactment of legislation of this character. 


STATEMENT OF ANTHONY MaAaaio, GENERAL MANAGER, CARL JOSEPH Maaero, INC., 
LOCATED AT KiIn@ City, CALIF. 


My name is Anthony Maggio. I am general manager of Carl Joseph Maggio, 
Inc., located at King City, Calif. It is my wish that this statement be in- 
cluded in the record of the hearings held by your subcommittee on the subject 
of transport diversification, sometimes known as common ownership of one form 
of transportation by another form of transportation, as empodied in House bills 
7960, 7961, and 7962, introduced by Representative Rogers, of Texas, and in 
House bills 9279, 9280, and 9281, introduced by Representative John Bennett, of 
Michigan. 
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It is felt that the economy will be better served by allowing common owner- 
ship of one form of transportation by another form of transportation. We be- 
lieve it to be in the best interests of the economy, and in the public interest, that 
such legislation be enacted by the Congress of the United States. 


STATEMENT OF ALLEN FERER OF AARON FERER & SONS OF SAN D1EGO, INC. 


My name is Allen Ferer and I am the owner of Aaron Ferer & Sons of San 
Diego. I desire to place on record with the Subcommittee on Transportation a 
request for favorable action on House bills 7960, 7961, 7962, 9279, 9280, and 9281. 

It is my firm belief that the best interests of any community will be better 
served by allowing free competition between various forms of transportation. I 
do not believe in prohibiting one form of transportation from participating in 
other methods of transportation as long as they comply with the public con- 
venience and necessity rule. 

It is therefore urged that your committee make a favorable recommendation 
to Congress in support of the passage of the bills mentioned above. 


STATEMENT OF E. B. STONE, PARTNER OF E. B. STONE & SON Co., SALINAS, CALIF. 


My name is E. B. Stone. I ama partner of the E. B. Stone Co., located at 
Salinas, Calif. It is my wish that this statement be included in the record of 
the hearings held by your subcommittee on the subject of transport diversifica- 
tion, sometimes known as common ownership of one form of transportation by 
another form of transportation, as embodied in House bills 7960, 7961, and 7962, 
introduced by Representative Rogers, of Texas, and in House bills 9279, 9280, 
and 9281, introduced by Representative John Bennett, of Michigan. 

It is my observation that the proposed legislation, as contained in the above- 
mentioned bills, is a step in the right direction in assisting in solving the trans- 
portation problems of this country. 

It is felt that the economy will be better served by allowing common owner- 
ship of one form of transportation by another form of transportation. I believe 
it to be in the best interests of the economy, and in the public interest, that 
such legislation be enacted by the Congress of the United States. 


STATEMENT OF RopertT L. MEYER, PARTNER, MEYERS TOMATOES Co., Kine Ciry, 
CALIF. 


My name is Robert L. Meyer. I am a partner of the Meyers Tomatoes Co., 
located at King City, Calif. It is my wish that this statement be included in 
the record of the hearings held by your subcommittee on the subject of transport 
diversification, sometimes known as common ownership of one form of trans- 
portation by another form of transportation, as embodied in House bills 7960, 
7961, and 7962, introduced by Representative Rogers, of Texas, and in House 
bills 9279, 9280, and 9281, introduced by Representative John Bennett, of Mich- 
igan. 

It is the determination of my company that business in general and the econ- 
omy of the country will be greatly improved by the passage of these bills. 

Enactment of this legislation will permit the shipper greater choice in the 


selection of transportation for marketing his products. We urge the enactment 
of these bills. 





STATEMENT OF GEORGE MURPHY, GENERAL MANAGER, O. P. MurPHY & Sons. Co 
GONZALES, CALIF. 


> 


My name is George Murphy. I am general manager of the O. P. Murphy Co. 
located at Gonzales, Calif. It is my wish that this statement be included in the 
record of the hearings held by your subcommittee on the subject of transport 
diversification, sometimes known as common ownership of one form of trans- 
portation by another form of transportation, as embodied in House bills 7960, 
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7961, and 7962, introduced by Representative Rogers, of Texas, and in Houge 
bills 9279, 9280, and 9281, introduced by Representative John Bennett og 
Michigan. 

Undoubtedly, testimony presented before your honorable committee by repre. 
sentatives of the transportation industry has brought forth all of the facts cop. 
cerning the legislation proposed in these House bills. 

It is the determination of myself that business in general and the economy 
of the country will be greatly improved by the passage of these bills. 

Enactment of this legislation will permit the shipper greater choice in the 
selection of transportation for marketing his products. We urge the enactment 
of these bills. 
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STATEMENT OF WILLIAM E. SHUHOLM, DoING BUSINESS AS PACIFIC TRArFIc¢ 
SERVICES, OAKLAND, CALIF. 


My name is William E. Shuholm of Pacific Traffic Services, 290 Grand Avenue, 
Oakland, Calif. In the capacity of traffic manager of various industries I am 
familiar with the many facets of the transportation industry and of the problems 
encountered due to existing restrictions in the Interstate Commerce Act. It is 
my wish that this statement be incorporated in the various hearings concerning 
the House bills set forth above which were introduced by Representatives Rogers 
and Bennett. 

Due to current restrictions, it is most difficult for carriers—be they motor 
freight, rail, rail forwarder, water, or air to coordinate movements of freight as 
demanded in this age of hairlined competition. Certainly the approval of the 
impending bills would permit a more active national transportation system in 
the best interests of the economy and the furtherment of the national transpor- 
tation policy. 

In allowing the ownership of various modes of transportation by other and 
existing competitive modes, it is certain that the best interests of the shipping 
public would be improved. 

It is my wish that your wholehearted support be placed behind this program 
with the ultimate result that the above bills will be enacted by the Congress of 
the United States. 


STATEMENT OF WILLIAM A. RYAN, TRAFFIC MANAGER, SUNKIST GROWERS, INC, 
Los ANGELES, CALIF. 


My name is William A. Ryan. I am traffic manager of Sunkist Growers, Ine, 
located at 707 West Fifth Street, Los Angeles, Calif. It is my wish that this 
statement be included in the record of the hearings held by your subcommittee 
on the subject of transport diversification, sometimes known as common owner- 
Ship of one form of transportation by another form of transportation, as em- 
bodied in House bills 7960, 7961, and 7962, introduced by Representative Rogers, 
of Texas, and in House bills 9279, 9280, and 9281, introduced by Representative 
John Bennett, of Michigan. 

The interest of my company in securing the best transportation available urges 
me to request that your honorable committee give favorable consideration to 
these bills now before you. Enactment of this legislation will permit the ship- 
per greater choice in the selection of transportation for marketing his products. 

We believe it to be in the best interests of the economy of the country, and in 
the public interest, that such legislation be enacted by the Congress of the United 
States. 


STATEMENT OF JAMES J. REARDON, MANAGER, CALIFORNIA Poot CAR DISTRIBUTORS, 
Inc., Los ANGELES, CALIF. 


My name is James J. Reardon, manager of the California Pool Car Distribu- 
tors, Inc., located at 1340 East Seventh Street, Los Angeles, Calif. It is my wish 
that this statement be included in the record of the hearings held by your sub- 
committee on the subject of transport diversification, sometimes known as col- 
mon ownership of one form of transportation by another form of transportation, 
as embodied in House bills 7960, 7961, and 7962, introduced by Representative 
Rogers, of Texas, and in House bills 9279, 9280, and 9281, introduced by Repre 
sentative John Bennett, of Michigan. 
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In the interest of economy and service, we feel that the transportation com- 
plex of the country would be better served by allowing common ownership of 
various forms of transportation fitted to requirements. Therefore, we urge 
favorable consideration of these bills now before your honorable committee. 





STATEMENT OF R. B. Cross, TRAFFIC MANAGER, Cross LUMBER Co., MERCED, CALIF. 


My name is R. B. Cross. I am traffic manager of the Cross Lumber Co., lo- 
cated at 16th and K Streets, Merced, Calif. It is my wish that this statement 
be included in the record of the hearings held by your subcommittee on the sub- 
ject of transport diversification, sometimes known as common ownership of one 
form of transportation by another form of transportation, as embodied in House 
pills 7960, 7961, and 7962, introduced by Representative Rogers, of Texas, and 
in House bills 9279, 9280, and 9281, introduced by Representative John Bennett, 
of Michigan. 

The interest of my company in securing the best transportation available 
urges me to request that your honorable committee give favorable consideration 
to these bills now before you. 

We believe it to be in the best interests of the economy of the country, and in 
the public interest, to secure enactment of legislation of this character. 

It is the observation of our people that the proposed legislation, as contained 
in the above-mentioned bills, is a step in the right direction in assisting in 
solving the transportation problems of this country. 

It is felt that the eronomy will be better served by allowing common owner- 
ship of one form of transportation by another form of transportation. We be- 
lieve it to be in the best interests of the economy, and in the public interest, 
that such legislation be enacted by the Congress of the United States. 





STATEMENT OF E. J. WEIGEL, GENERAL TRAFFIC MANAGER OF NEBRASKA CONSOLI- 
DATED MILLS Co., OMAHA, NEBR. 


My name is E. J. Weigel. I am general traffic manager of Nebraska Con- 
solidated Mills Co., 1521 North 16th Street, Omaha, Nebr. I have spent almost 
30 years in the transportation field. The company whom I represent has been 
in business over 40 years and we operate flour, cornmeal, and animal and poultry 
feed mills in Omaha, Grand Island, and Fremont, Nebr.; Greensburg, Ind.; 
Clarksville, Tenn.; Decatur, Ala.; Tunnel Hill, Ga.; and San Juan, Puerto Rico. 

I ask that my statement be made part of the record of the hearings held by 
your subcommittee on the topic of “Transport Diversification’ as embodied 
in House bills H.R. 7960, 7961, and 7962, introduced by Congressman Walter 
Rogers of Texas, and in House bills H.R. 9279, 9280, and 9281, introduced by 
Congressman John Bennett of Michigan. 

As a professional traffic man, I am interested and concerned with the most 
economical and efficient kind of transportation that I may secure for my 
company, and I support and urge the passage of legislation that will bring this 
into existence. 

In my introduction I stated that my firm is engaged in the milling of flour, 
cornmeal, and animal and poultry feeds. Obviously, in the pursuit of our own 
business welfare, we ourselves have diversified into more than one variety of 
milling, and the day of the small, picturesque flour mill no more fills the need 
in 1960 than outdated laws and concepts fill the requirements in transportation. 
Indeed, not only has my concern diversified as to kinds of products but we now 
are diversified to activity outside the limits of the continental United States, and 
today we are doing business in the Caribbean Sea territory. We therefore 
support the principle of diversification in industry to the fullest, and such 
diversification should not be denied to those engaged in the operation of common 
carriers. 

Just as I urge the enactment of legislation to allow diversification, I strongly 
support regulated transportation, and no carrier should be barred from owning 
and operating in more than just one field of transportation, and any carrier 
should be allowed to apply for a certificate of public convenience and necessity 
on the same basis as that of its competitors. 
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I have no fear of monopoly in transportation under the rules of diversifieg. 
tion. He or they best suited and capable of performing the job of transportation 
will get that commerce as an economic fact of life, and the maintaining go 
barriers and restrictions to entry into other fields is not beneficial nor jg jt 
modern. Diversification is an accepted way of economic life and should not hp 
denied to particular occupations or types of business enterprise. Just as the 
“marketplace” sets prices, so there, too, should modes be established. 

In short, I approve of extending equal opportunity to railroads to allow then 
to engage in other methods of transportation, whether it be by air, water, o 
highway. 


STATEMENT OF STANLEY L. PARKER, TRAFFIC MANAGER OF THE PACIFIC Lumppe 
Co., Scorra, CALIF. 


My name is Stanley L. Parker. I am traffic manager of the Pacific Lumber 
Co. of Scotia, Calif. I wish to support H.R. 7960, H.R. 7961, H.R. 7962, HR 
9279, and H.R. 9281 with the following statement: 

The reduction of the transportation dollar percentage taken by the rail indus. 
try in the past 30 or 40 years has shown that railroads can no longer be re 
garded as a monopolistic menace. Trucks, barges, or pipelines are available to 
virtually all shippers and receivers. Private carriage in many forms is being 
used by shippers, and its use could be expanded to break up the threat of 
monopoly should it arise once more. Figures released by the California Public 
Utilities Commission recently indicate that less than 15 percent of the California 
transportation revenue went to the railroads in 1959. 

In order to bolster this absolutely essential industry and make it financially 
sound, the restrictive legislation imposed in the past should be reviewed and re. 
evaluated in light of today’s conditions and tomorrow’s probable conditions. It 
would seem that progressive railroads should be permitted to broaden their cor. 
porate base to the same extent as progressive companies are doing in other 
industries. 


STATEMENT OF REx M. RANSLEM, TRAFFIC MANAGER OF THE EATON METAL 
Propucts Corp., OMAHA, NEBR. 


My name is Rex M. Ranslem and I am traffic manager of the Eaton Metal 
Products Corp., of Omaha, Nebr., where I handle traffic matters for our home 
office plant and for our plant at Hutchinson, Kans. The main business of our 
firm consists of the manufacturing of metal tanks for industrial purposes and 
in addition to the Plains area our firm does business in the general Rocky 
Mountain territory. This firm has been in business for over 50 years. 

I request that the following statement be made part of the record of the 
hearings held by your subcommittee relative to the topic of “Transport Diversi- 
fication” as contained in House bills H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, 
H.R. 9280, and H.R. 9281, introduced by Congressmen Walter Rogers of Texas 
and John B. Bennett of Michigan. 

Inasmuch as we do much shipping, I am entirely in accord with legislation de 
signed to enable us to perform our transportation task with (1) the cheapest 
and (2) fastest manner obtainable. It is my belief that common ownership of 
more than one method of transportation would quickly bring us to the objectives 
of lower cost and speed mentioned herein. As an illustration, let us reflect upon 
the increased efficiency (both cost and service considered) if we, as a shipper, 
could deal with just one transportation agency on a given shipment from origin 
to destination regardless of the various kinds or types of transportation used 
in the movement en route. 

I repeat, as one charged with traffic matters, cost is my first consideration and 
I believe that no one type of carrier should be denied entry into other types of 
transportation as long as the usual tests of public need and necessity are passed. 
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STATEMENT OF EDWARD F. OwEN, EXECUTIVE VICE PRESIDENT OF THE PAXTON & 
VIERLING STEEL Co., OMAHA, NEBR. 


My name is Edward F. Owen and I am executive vice president of the Paxton 
& Vierling Steel Co. located at Omaha, Nebr. 

I desire that the following statement be made part of the record of the hear- 
ings held by your subcommittee on the topic of “Transport Diversification” as 
embodied in House bills H.R. 7960, 7961, and 7962 introduced by Congressman 
Walter Rogers of Texas and in House bills H.R. 9279, 9280, and 9281 introduced 
by Congressman John Bennett of Michigan. 

“Our firm has been in business in the city of Omaha for 75 years, and our 
business territory includes the Omaha area as well as the States of Nebraska, 
Iowa, South Dakota, and Minnesota. As an officer of our firm and one of the 
owners, I am extremely interested in securing the most economical and flexible 
type of transportation possible. It is obvious that our customers are of like 
mind, as they too are interested in the quickest and cheapest movement of 
materials and products. 

I should further like to state that I wholeheartedly support the general prin- 
ciples of diversification and that no company should be denied the right to 
engage in other lawful pursuits in an effort to improve their position and that 
of their customers, employees, and shareholders. Most importantly, I believe 
that the general public feels this way. 

I would like to point out that our plant is located almost on the banks of the 
Missouri River at Omaha, Nebr. It necessarily follows that if transportation 
diversification becomes a reality, such diversification would be most advan- 
tageous to my concern, and we could excellently fit into our picture of distribu- 
tion the use of water, rail, and highway transportation. 

It is my earnest hope that the bills referred to in this statement will be 
enacted into legislation and thus permit us a wider choice in our selection of 
transportation modes for the moving and distribution of our products. 


STATEMENT OF PETER F.. MASSE, PRESIDENT oF C. H. Sprague & Son Co., 
Boston, MAss. 


My name is Peter F. Masse, I am president of C. H. Sprague & Son Co., of 125 
High Street, Boston, Mass., and 150 East 42d Street, New York, N.Y. Our com- 
pany is a very large user of transportation and pays in freight annually many 
millions of dollars to the railroads and steamship companies. We have a sub- 
sidiary company in the steamship business. Accordingly, I welcome this oppor- 
tunity to file this statement with your subeommittee in support of the above- 
numbered bills to permit the transport diversification that is essential if adequate 
service at the lowest possible cost is to be provided the shipping public. 

I am convinced that the shippers will not realize all the potential benefits of 
technological developments in the transportation industry unless all forms of 
transportation are permitted under proper safeguards to employ those develop- 
ments to the fullest extent possible. If this is to come about it will first be neces- 
sary to amend the applicable statutes, as proposed by these bills, so as to pro- 
vide that a railroad seeking a certificate of public convenience or necessity for 
motor, air, or water operations, or authority to purchase an existing certificate, 
shall stand upon the same footing as any other applicant before the Commission 
or Board and shall be accorded equality of treatment. 

Motor, air, and water carriage have long since passed through the develop- 
ment state, and there is no longer any basis whatever for perpetuating artificial 
and uneconomical restraints for protection that they do not require. Integrated 
ownership of all forms of transportation would permit shippers to obtain the 
service they require from one source under one administration and manage- 
ment. Duplication of ownership or management causes unnecessary effort and 
expense, and this increases overall costs to the carrier, which in ‘turn must be 
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passed on to the shipper. Thus, the obstacles to transport diversification how 
imposed by law cause an unwarranted increase in the total cost of MOving the 
Nation’s traffic. 

The requirements of public convenience and necessity, or public interest 
having been satisfied, there is no valid reason why a common carrier, having the 
ability to perform a transportation service, should be prevented from Offering 
a completely rounded-out service to the public. 

I thank you for considering this expression of my views. 


STATEMENT OF CLELL 8. DoNALp, GENERAL TRAFFIC MANAGER OF THE Cupay.- 
AMERICAN SuGAR Co. AND ITS SUBSIDIARIES, NEW York, N.Y. 


This statement to be incorporated in the record of the hearings held by the 
Subcommittee on Transport Diversification, at times called common oWnership 
of one form of transportation by another form of transportation. 

Diversification has been and continues to be the only salvation of many bugi- 
nesses. The ability to diversify transport services is a step in the right direction 
in assisting in solving the transportation problems facing the public today, 

With the removal of archaic, unnecessary, and outmoded regulations, trans. 
portation companies will be in a much better position to provide necessary public 
services and to hold down ever-increasing expenses. 

It is felt that business in general and the economy of the country will he 
greatly improved by the passage of these bills since it will make available more 
service and strengthen the common carriers. 

We urge the enactment of these bills. 


STATEMENT OF ROBERT W. BaGry, TRAFFIC MANAGER, DEMPSTER MILL 
MANUFACTURING Co., BEATRICE, NEBR. 


My name is Robert W. Bagby and for more than 24 years I have been trafic 
manager for the Dempster Mill Manufacturing Co., of Beatrice, Nebr., which 
company was founde?l more than 80 years ago in this same city with its original 
products being windmills and pumps for water supply to the farm and rural 
area of this surrounding territory. From this humble beginning we have grown 
considerably and today we have eight branch warehouses from South Dakota 
to Texas and from Iowa to Colorado with 600 or 700 dealers in each State 
served by the branch warehouse and many jobbing accounts from the east 
coast to the west coast. We boast more than $7 million in gross sales each 
year with a good export business built up over the past 20 years to 25 or 30 
foreign countries. Naturally our line has now grown to include not only wind- 
mills and a full line of pumps for water supply but also stock tanks, irrigation 
pipe, a short line of agricultural implements including grain drills, planters, 
cultivators, and fertilized distributors. We also job a complete line of plumbing 
and heating goods. You can see from our humble beginning, we are very much 
diversified today in order to meet our competition and still furnish the farm 
trade and rural areas with the items which they need. 

During this time of employment with our eompany, I have served in many 
capacities in the Central Western Shippers Advisory Board ineluding 2 years 
as its general chairman and have not only participated in its many discussions 
but have also directed many of the discussions of that group on various trans 
portation matters. I am also a founder member of the American Society of 
Traffic and Transportation; a class B practitioner before the Interstate Com- 
merce Commission and member of the Middlewest Shipper-Motor Carrier Con 
ference. I therefore feel I am fairly well qualified on the matters under cot- 
sideration. 

As you know many rail carriers have already entered the trucking business. 
True, some are confined to coordinated service to points served by the railroad 
but many have the common carrier motor service as a separate institution also. 
I believe all rail carriers should be permitted to acquire motorlines if by doing 
so, they feel they can give the public better service. I believe also that if a rail 
road desires to purchase an airline or steamship company or barge line, they 
should be permitted to do so, of course providing necessity and convenience and 


further requirements of the Interstate Commerce Commission or other governing 
bodies. 
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For many years I have been convinced that carriers or transportation com- 
panies should be able to use any method of transportation they desire to move 
merchandise from one point of origin to one point of destination whether it be 
by rail, motor earrier, airline, steamship line—any combination or all of these. 
I say this because I firmly believe that a shipper should be able to move a 
shipment of merchandise from a point of origin to destination under a through 
pill-of-lading and if the carrier involved can move that shipment more expedi- 
tiously by air for one segment of the journey and the balance of the trip to be 
made by rail, then why not? Certainly we must realize that the railroads are 
coming more and more to operations from terminal point to terminal point on 
the main line, then serving the branch lines with their coordinated truck service. 
If they can serve this same shipper and consignee with air service at a reason- 
able rate with the resulting reasonable profit, then why should not this service 
be made available to the shipping public? On the other hand, if the fast move- 
ment is not required and the barge service is available, then certainly it should 
be used. We do not believe such an arangement would be monopolistic because 
the writer feels it is just a question of time when this type of service will be 
available to the shipping public. 

I therefore feel that your committee should definitely give its approval to these 
pills and urge Congress to »ass this legislation. 

I respectfully request that this statement be made a part of the record 
of these hearings so it will be made available to all parties concerned for their 
consideration. 


STATEMENT OF JAMES L. PAXTON, JR., PRESIDENT OF PAXTON-MITCHELL Co., 
OMAHA, NEBR. 


My name is James L. Paxton, Jr. I am president of Paxton-Mitchell Co., 
27th and Martha Streets, Omaha, Nebr. Our company has been in existence 
since 1900 and operates iron and nonferrous foundries as well as a machine 
works. We operate from two locations in this city. 

Because of competition and the loss of the market for one of our principal 
products, this company 3 years ago entered upon a considerable program of 
diversification. We established two subsidiary corporations, Construction Serv- 
ice Equipment Co. and JEBCO, Inc. The former company is a sales organiza- 
tion distributing heavy, earthmoving, and related products to the construction 
industry. This company operates in Omaha, with a complete branch in North 
Platte, Nebr. JEBCO, Inc., of Blair, Nebr., is a manufacturer of fabricated 
steel products used as attachments on earthmoving and other roadbuilding 
equipment. 

These operations of the parent company and subsidiaries entail the shipment 
of considerable quantities of pig iron, sand, coke, scrap iron, and steel, and in 
the many other items used in the manufacture of our products. A large per- 
centage of our finished products are also shipped out of our immediate area. 
Also, the machinery sold by our sales subsidiary is shipped into Nebraska from 
the various manufacturing plants of our principals throughout the Nation. 

I have taken this amount of time to explain our business to develop two 
points: (1) That we do depend on common carriers for the operation of our 
businesses, and (2) that we believe in a free economy no enterprise should be 
denied the opportunity to diversify. 

I would ask that this statement be made part of the record of hearings held 
by your subcommittee on the topic of transport diversification as outlined in 
the bills introduced by Congressman Walter Rogers, of Texas, H.R. 7960, H.R. 
7961, and H.R. 7962, and in those of Representative John Bennett, H.R. 9280, 
H.R. 9279, and H.R. 9781. 

Most of the restrictions under which the American railroads are operating 
were legislated when this industry had a virtual monopoly on transportation 
in this country. I am sure we are all well aware of the fact that the railroads 
have tremendous competition today from trucks, airlines, barges, as well as from 
the directly owned and operated trucks and automobiles. 

We are naturally interested in the lowest possible transportation costs for our 
raw materials and our products. We feel that this will be brought about if 
competition is allowed to operate as it should in the free marketplace. The 
railroads, in my opinion, should definitely be free to operate in any field they 
feel justified in risking their stockholders’ money. I have no fear that under 
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free competition any industry will be able to get monopoly control of the entire 
transportation industry. 

I am strongly in favor of the legislation outlined above, and earnestly request 
your support thereof. 


STATEMENT OF J. LawsOn Cook, EXECUTIVE VICE PRESIDENT, THE COLORADO Mn. 
ING & ELEVATOR Co., DENVER, COoLo. 


My name is J. Lawson Cook. I am executive vice president of the Colorado 
Milling & Elevator Co., located at Denver, Colo. I request that this statement 
be included in the record of the hearings held by your subcommittee on the gyb. 
ject of “Transport Diversification,” as embodied in bills H.R. 7960, H.R. 796] 
and H.R. 7962, introduced by Representative Rogers of Texas, and in bills H.R 
9279, H.R. 9280, and H.R. 9281, introduced by Representative John Bennett of 
Michigan. 

I am reasonably sure that testimony presented before your honorable commit. 
tee by representatives of the transportation industry has brought forth all of the 
facts concerning the legislation proposed in these House bills so I need not 
burden the record with a recitation of such facts in this statement. 

My company uses several modes of transportation in the operation of our 
flour mills and grain storage elevators which are located in the States of Colo- 
rado, Idaho, Illinois, Iowa, Kansas, Missouri, Nebraska, Oklahoma, Oregon, and 
Utah. I believe, therefore, I am in a position to have knowledge of what is in- 
volved in these proposals. In my opinion, enactment of legislation along the lines 
proposed would permit the shipper greater choice in the selection of transporta- 
tion best suited for the marketing of his products. This would result in an im- 
provement in the general economy of the country and a reduction of some, if not 
many, of the transportation costs that now become an integral part of the selling 
price of products. 

I, therefore, urge your committee to give favorable consideration to these 
proposals. 


STATEMENT OF GEORGE W. PHELPS, GENERAL SALES MANAGER, STANDARD Sanp 
& Siiica Co., DAVENPORT, FLA. 


My name is George W. Phelps. I am general sales manager of the Standard 
Sand & Silica Co. located at Davenport, Fla. It is my desire that this statement 
be included in the record of the hearings held by your subcommittee on the sub- 
ject of “Transport Diversification,” sometimes known as common ownership of 
one form of transportation by another form of transportation, as embodied in 
bills H.R. 7960, H.R. 7961, and H.R. 7962, introduced by Representative Rogers 
of Texas, and in bills H.R. 9279, H.R. 9280 and H.R. 9281, introduced by Repre- 
sentative John Bennett of Michigan. 

The interest of my company in securing the best transportation available 
urges me to request that your honorable committee give favorable consideration 
to these bills now before you. 

We believe it to be in the best interests of the economy of the country, and in 
the public interest, to secure enactment of legislation of this character. 

It is the observation of our people that the proposed legislation, as contained 
in the above-mentioned bills, is a step in the right direction in assisting in solving 
the transportation problems of this country. 

It is felt that the economy will be better served by allowing common owner- 
ship of one form of transportation by another form of transportation. We believe 
it to be in the best interests of the economy, and in the public interest, that such 
legislation be enacted by the Congress of the United States. 


STATEMENT OF W. W. BaALKcom, JR., SECRETARY AND TREASURER, STAR TERMINAL 
& WAREHOUSE Corp., TAMPA, FLA. 


My name is W. W. Balkcom, Jr. I am secretary and treasurer, and one of 
the principal owners, of Star Terminal & Warehouse Corp., located at 101 North 
12th Street, Tampa, Fla. 

Our operation is primarily that of a general warehouseman, consisting of 
merchandise storage, pool car distribution, and cartage in our local area. Be 
cause of the strategic location of Tampa in its relation to many of the outstand- 
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ing business communities of the State of rere store and Reeve a 
chandise for many nationally know n accounts. Moreover, as a a ee ee 
jda’s substantial growth within the past 10 years, this has resulted in giving 
added impetus to operations of our type in serving the general public. on 

In the general distribution of merchandise stored with us, we are vitally 
concerned with the maintenance of a strong and healthy transportation sys- 
tem throughout America inasmuch as it represents our very lifeblood in the 
assembly and distribution of the varied products stored within the confines of 
our buildings. Inbound, we receive merchandise via the two railroads that 
serve our community, via practically all of the common carrier trucklines that 
reach our city, and, to some extent, via the only coastwise water carrier that 
provides service to Tampa. Outbound, we use both railroads and the principal 
common carrier trucklines. Thus, without a strong national transportation 
system, our line of endeavor could not hope to survive. sy the same token our 
failure to survive would contribute adversely not only to the economy of our 
community and its environs but also to many areas throughout the United 
States because of our inability to continue the provision of any efficient and 
economical method for distributing manufactured products of their principal 
j stries. 
ye ao but feel that the instant bills will, legally, provide a means by 
which railroads can acquire, own, and operate trucklines, water carrier, and 
airlines, and, at the same time, they will permit the motor common carrier 
trucklines, airlines, and water carriers to acquire, own, and operate other fornis 
of transportation. In the final analysis, therefore, passage of the bills will 
provide an equal opportunity for all sound, well-managed, and progressive 
transportation agencies to expand their operations through the acquisition, 
ownership, and operation of other types of transportation. : It must necessarily 
follow, under such circumstances, that our system of national transportation, 
which contemplates adequate transportation service for the general public in 
both peace and war, would be enhanced and become more valuable not only to 
our general economy but also to the average people of America through their 
ability to use to best advantage the various modes of transportation established 
and preserved to serve the inherent rights of our free people. 

Historically, America’s development within the past two centuries has found 
inextricably woven into its fiber the means for transporting goods economically, 
efficiently, and expeditiously. Without it, her progress would have been slowed 
to a snail’s pace. But, with it, she has created the greatest civilization ever 
known to man. From it has evolved the most outstanding transportation sys- 
tem of the world. Now we have reached the crossroads. We either progress 
or retrogress. And, in the evolution of transportation through which we are 
passing, we must press forward, establish and preserve that which is best de- 
signed to accomplish the greatest good. 

I sincerely feel that the enactment of the legislation proposed in the above- 
mentioned bills will provide equality of opportunity for all modes of transporta- 
tion that have contributed so substantially to the development of our country. 
Therefore, I very strongly urge its passage. Moreover, I request that this 
statement be included in the record of the hearings held by your subcommittee 
on the transport diversification bills specifically named above. 





STATEMENT OF W. D. WILKE, TRAFFIC MANAGER, VEGETABLE Ort Propucts Co.., 
INC., WILMINGTON, CALIF. 


My name is W. D. Wilke. I am traffic manager of the Vegetable Oil Products 
Co., Inc., located at 401 Canal Avenue, Wilmington, Calif. It is my wish that 
this statement be included in the record of the hearings held by your subcom- 
mittee on the subject of transport diversification, sometimes known as common 
ownership of one form of transportation by another form of transportation, 
as embodied in bills H.R. 7960, H.R. 7961, and H.R. 7962, introduced by Repre- 
sentative Rogers of Texas, and in bills H.R. 9279, H.R. 9280, and H.R. 9281. 
introduced by Representative John Bennett of Michigan. 

The interest of my company in securing the best transportation available 
urges me to request that your honorable committee give favorable consideration 
to these bills now before you. 

We believe it to be in the best interests of the economy of the country, and 
in the public interest, to secure enactment of legislation of this character. 
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STATEMENT OF FRANCIS L. TAYLoR, TRAFFIC MANAGER, PACKERS’ CoLp Stony 
Inc., FULLERTON, CALIF. 


My name is Francis L. Taylor. I am traffic manager of Packers’ Cold Storage: 
Inec., located at 114 West Walnut Street, Fullerton, Calif. It is my wish fhe: 
this statement be included in the record of the hearings held by your suhbe 
mittee on the subject of transport diversification, sometimes known as com 
ownership of one form of transportation by another form of transportation, 
embodied in bills H.R. 7960, 7961, and 7962, introduced by Representative Rog 
of Texas, and in bills H.R. 9279, 9280, and 9281, introduced by Representg 
John Bennett of Michigan. 

The interest of my company in securing the best transportation availab 
urges me to request that your honorable committee give favorable conan 
to these bills now before you. 

We believe it to be in the best interests of the economy of the country, ang 
the public interest, to secure enactment of legislation of this character. 

It is felt that the economy will be better served by allowing common 9 
ship of one form of transportation by another form of transportation, 
believe it to be in the best interests of the economy, and in the public interese 
that such legislation be enacted by the Congress of the United States. 

Enactment of this legislation will permit the shipper greater choice in # 


selection of transportation for marketing his products and, therefore, urge ¢ 
enactment of these bills. 


STATEMENT OF JACK A. NELSON, MANAGER, GROWERS SERVICE, DIVISION oF Use 
HECKATHORN, SOLEDAD, CALIF, 


a 
“ 


My name is Jack A. Nelson. I am manager of Growers Service, Division # 
United Heckathorn, located at Soledad, Calif. It is my wish that this state: 
ment be included in the record of the hearings held by your subcommittee on # ; 
subject of transport diversification, sometimes known as common ow nership 
one form of transportation by another form of transportation, as embodies 
House bills H.R. 7960, 7961, and 7962, introduced by Representative Rogers gt 
Texas, and in House bills H.R. 9279, 9280, and 9281, introduced by Repres 
tive John Bennett of Michigan. 

Undoubtedly, testimony presented before your honorable committee by 
sentatives of the transportation industry has brought forth all of the facts 
eerning the iegislation proposed in these House bills. $. 

It is the determination of myself that business in general and the economy 
the country will be greatly improved by the passage of these bills. ¥ 

Enactment of this legislation will permit the shipper greater choice in tie” 


selection of transportation for marketing his products. We urge the enactment” 
of these bills. 


STATEMENT OF CLARENCE NELSON, MANAGER OF HENRY E, HOFFMAN CO, 4 
GONZALES, CALIF, 4 


My name is Clarence Nelson. I am manager of the Henry E. Hoffman Co, 
located at Gonzales, Calif. It is my wish that this statement be included in the 
record of hearings held by your subcommittee on the subject of transport diver 
sification, sometimes known as common ownership of one form of transports tio a 
by another form of transportation, as embodied in House bills H.R. @ % 
H.R. 7961, and H.R. 7962, introduced by Representative Rogers of Texas, 
in House bills H.R. 9279, H.R. 9280, and H.R. 9281, introduced by Representat e 
John Bennett of Michigan. 

Undoubtedly, testimony presented before your honorable committee by 
sentatives of the transportation industry has brought forth all of the facts¢ 
cerning the legislation proposed in these House bills. | 

It is the determination of myself that business in general and the econd oy 
of the country will be greatly improved by the passage of these bills. é 

Enactment of this legislation will permit the shipper greater choice in 
selection of transportation for marketing his products. We urge the enactme 
of these bills. +7 


(Whereupon, at 12:20 p.m., the subcommittee recessed, to reconyel ! 
at the call of the Chair.) 


x 








